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I
’ INTRODUCTION

The City of Durham Office of Economic and Employment Development has embarked on an ambitious
undertaking to assess the economic strengths, weaknesses and opportunities within two well-established
areas of Durham, the Northeast Central Durham/Old Five Points area of Police District 1 and the
Fayetteville Street Corridor within Police District 4. The purpose of this effort was to build off of the
momentum created by two neighborhood-led studies; the Northeast Central Durham Strategic
Revitalization Plan (May 2003) and the Fayetteville Street Corridor Master Plan (September 2005); and
develop a strategy to bolster the economic prosperity for local residents, businesses and the City itself.

These two neighborhood areas of Durham play integral roles. Both neighborhood areas are located
within close proximity to the city center and are gateways into downtown Durham. However, they
have become secondary residential and commercial markets over time, being passed over as locations
for substantial investment, with businesses and residents preferring more suburban locations elsewhere
in the City. As a result, both areas have experienced a decline in new business start-ups and private
investment while experiencing increases in the concentration of low-income households. Today, these
two areas house 76 percent of Durham’s low- and moderate-income residents.

The residents of these neighborhood areas historically have been very vocal about change occurring
within their respective neighborhoods, and this effort was no different. The RKG team was dedicated
to providing local businesses and residents the opportunity to participate in this effort through
leadership interviews and visioning charrettes. The leadership interviews included any and all persons
who desired to be heard.

The plan followed six fundamental principles set forth early in the process; [1] encourage and oversee
open process for community input and participation; [2] ensure revitalization meet the needs of
existing residents; [3] emphasize participation of neighborhood residents in all facets of revitalization;
[4] promote retention and expansion of existing businesses; [5] ensure any displaced residents and
businesses have the opportunity to benefit from the revitalization; and [6] promote intra-departmental
coordination and communication within the City government.

The result of this analysis is an implementation strategy that is forward-thinking but respectful to the
history of the area and mindful of existing land uses, ambitious but founded in market realities and
innovative but can be implemented within the context of the City’s capital resources.

The report includes the following chapters:

Chapter 1 — Introduction

Chapter 2 — Executive Summary

Chapter 3 — Economic Base Analysis

Chapter 4 — Commercial Real Estate Market Analysis
Chapter 5 — Retail Market Analysis

Chapter 6 — Transportation Analysis

Chapter 7 — Implementation Strategy
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2 EXECUTIVE SUMMARY

A DEMOGRAPHIC ANALYSIS

Despite the strong demographic and socioeconomic growth in the City of Durham and Durham County,
the Northeast Central Durham/OIld Five Points (NECD) and Fayetteville Street Corridor (FSC)
neighborhoods have not benefited from similar growth patterns. Population and household growth in
these neighborhoods has been modest despite substantial investments in the surrounding
neighborhoods. The following findings reflect the current and projected conditions for the NECD and
FSC neighborhoods.

A New and relocating Durham residents are opting to reside elsewhere in the City and County. The
NECD and FSC neighborhoods have not experienced as strong population growth as the suburbs,
so they have not benefited from the same increase in spending power. As a result, the more
suburban areas of the City have become the premier locations to do business for retailers looking
to capitalize on an expanding customer base. This is most evident in the continued development in
and around the Northgate and Streets at Southpoint malls.

A Median household income levels for the neighborhoods are much lower than those for the City and
County. Additionally, the median household income gap is expected to increase between the
neighborhoods and Durham City, and Durham County by 2009, with the City and County
reporting a greater increase in household income compared to the NECD and FSC. The slower
median household income growth in recent years and slower projected median household income
growth through 2009 partially explain why there has been little retail and residential
development within the neighborhoods.

A NECD and FSC are not capturing their share of the employment growth within Durham. This is
particularly noticeable in the more professional and technical-oriented sectors, where the other
study areas are experiencing more substantial gains. The NECD and FSC employment growth
sectors (retail trade and construction) tend to mostly offer lower-skilled positions. This primarily is
a result of the lower educational attainment level of neighborhood residents, compared to other
Durham City and Durham County residents. The sectors requiring more advanced education are,
by in large part, employing persons from elsewhere in the City and County. The data suggests
that education and workforce training would benefit these inner city areas.

A Local residents tend to lack higher education attainment and job training. As a result of the lack of
educational attainment and training, labor force participation in Northeast Central Durham and
Fayetteville Street Corridor are well below the City and County averages. Although the
neighborhoods do have a slight concentration of elderly persons (5% more), it is well below the
difference in labor force participation (8% to 15% below). Of those in the labor force,
neighborhood residents have a much higher unemployment rate than elsewhere in the City. Simply
put, the lack of opportunity and the relatively low pay wages for attainable jobs have kept some
out of the workforce and hurt those looking for work.
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B. REAL ESTATE ANALYSIS

1. Regional Market Conditions

The Raleigh-Durham office market is currently in a recovery phase. The region was adversely
impacted by the economic downturn of 2000 and 2001. This is particularly true for the high-tech and
research & development markets, which are heavily concentrated in Research Triangle Park (RTP) and
along the I-40 corridor. The region experienced a sharp increase in vacancy between 2000 and
2003, which adversely impacted building absorption and new construction starts. The average rent
level has remained flat since 2000, indicating that demand has not paced supply. However, the
market has begun to strengthen, with two straight years (2003 and 2004) of positive absorption and
increase in total square footage under construction.

Similar to the office market, the region’s industrial and flex space market was adversely impacted by
the economic downturn in 2000-2001. “Flex” space is a term for industrial-type buildings that have a
higher amount of finished office space than a traditional industrial building that can be used for
research and development, back-office, business and engineering services and the like. The vacancy
rates for industrial and flex space more than doubled between 2001 and 2004, causing a sustained
period of negative absorption in the region. The region was hit particularly hard in logistics and
warehousing, since several of the larger high-tech manufacturers maintained regional distribution
centers in Raleigh/Durham. These companies either consolidated their operations or left the region
altogether after 2001. As a result, a large amount of vacant industrial and warehouse space was
placed on the market.

2. Commercial Development Profile

The data indicate that the three-neighborhood study area is a very small part of the non-residential
market within Durham. Old Five Points, Northeast Central Durham and the Fayetteville Street Corridor
account for less than 4% of all commercial building space and less than 1% of all vacant land that can
be easily developed for commercial use. This finding is consistent with the demographic analysis,
where the three neighborhoods account for a very small percentage of Durham’s population and have
relatively low income levels. These two factors diminish the ability to attract commercial development
in to the study area, particularly retail/service businesses that are dependent on consumer buying
power. Furthermore, the study area has very few large parcels of land and very little developable
acreage, which also impact the neighborhoods’ ability to attract more employment-generating
development.

However, the data does indicate that these neighborhoods are competitive in certain areas. Most
notably, the study area has a higher concentration of industrial users compared to the rest of the City.
This is particularly true for industrial users that require relatively smaller space (less than 15,000 SF)
as most of the industrial space is on the small scale. Furthermore, the neighborhood study area also
has some clustered uses as well. As seen in the retail demand analysis chapter, there are
concentrations of hair care professionals and automotive services. These uses can provide
opportunities to attract additional businesses within those industries as well suppliers and end users
who would benefit from being closer to that critical mass of businesses.

3. Commercial Development Trends

The Old Five Points, Northeast Central Durham and the Fayetteville Street Corridor neighborhoods are
not primary employment-generating markets within the City. As seen in the demographic analysis
section, the three neighborhoods are not capturing the City’s population growth or realizing
comparable income growth for their existing residents. This is most evident in the modest development
trends experienced in these neighborhoods. Furthermore, the three largest employment-generating
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developments (Phoenix Crossing/Square, Food Lion and the UDI center) and the largest residential
development (Hope VI) were all subsidized by local, state and/or Federal funding sources for them to
occur. There has been almost no substantial private investment in the area over the past ten years that
has not been subsidized.

However, there are signs that the market does have unmet demand. Most notably, the consultant team
was informed that an independent grocer has signed a lease to occupy the vacated Winn-Dixie
building in Heritage Square shopping center on Fayetteville Street. The Phoenix Square/Phoenix
Crossing developments along Fayetteville Street have maintained high occupancy since their opening.
In addition, the retail demand analysis identifies several retail and service businesses that are currently
absent within the local market.

4. Conclusions

The real estate data indicate that Old Five Points, Northeast Central Durham and the Fayetteville
Street Corridor neighborhoods are not primary commercial development locations. Commercial
growth generally has concentrated around certain nodes on the periphery of the City. This is
particularly true for areas that have access to 1-40 or 1-85 such as Research Triangle Park, The Streets
at Southpoint Mall and the North Pointe shopping center. The downtown area has also experienced
success in attracting new investment, but at a much smaller scale than these more suburban areas.

The analysis indicates that the neighborhood study areas are best suited for providing the
neighborhood-level retail and service opportunities for local residents. There is a consensus among
local real estate professionals that these study areas may not be competitive with other areas around
Durham to attract substantial retail, office or industrial development. At the base level, there is not
enough available, vacant land to accommodate this scale of development. Population counts and
income levels also work against this area in attracting new commercial investment.

However, market and anecdotal data also indicate there are opportunities to attract some additional
neighborhood-level commercial development and smaller employment-generating operations into the
area. The retail market analysis indicates that local residents are underserved in certain market
sectors. Most notably, there are opportunities to attract medical services and eating & drinking places
into each of the three neighborhoods. Residents in the neighborhood study area should also be able
to support new day care facilities, computer sales & repair shops and apparel stores. In addition,
there are opportunities to attract small industrial users into certain areas of the neighborhoods,
building on existing employment clusters. For example, an effort can be made to recruit additional
automotive service businesses to further build the critical mass of repair/service facilities. This
clustering has the potential to attract additional businesses, such as parts suppliers, to serve the cluster.

C. RETAIL MARKET ANALYSIS

Similar to the demographic market trends, the Northeast Central Durham/Old Five Points and
Fayetteville Street Corridor neighborhoods have not benefited from the regional growth in consumer
spending. The fundamental data indicate these neighborhoods could not support additional retail, but
it is obvious that local residents currently are underserved in specific retail offerings. The following
findings reflect the current retail trade environment in Durham and the NECD/FSC neighborhoods.

1. Retail Supply Analysis

The Northeast Central Durham or Fayetteville Street Corridor primary trade areas have nearly 400
operating businesses. Of this total, approximately 300 are retail or service-related businesses,
occupying more than 860,000 SF of commercial building space.
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A majority of this occupied space is located within the Northeast Central Durham PTA (77%). The
Miami Boulevard corridor accounts for a substantial portion of this total, primarily due to The Village
Shopping Center at the intersection of Miami Boulevard and Holloway Street, which has an Ace
Hardware store and an Ames grocery store. Miami Boulevard also has several apparel stores and
fast food restaurants. However, the data indicate that the Northeast Central Durham PTA also has a
concentration of vehicle repair and maintenance facilities, with these 54 businesses occupying more
than 209,000 SF of commercial space.

The Fayetteville Street Corridor PTA has almost 200,000 SF of occupied retail and service space.
Almost 61% of the occupied space is located in the northern portion of the Corridor, concentrated in
three shopping centers near the Durham Freeway (Phoenix Square, Phoenix Crossing and Heritage
Square). The Fayetteville Street Corridor PTA has a concentration of personal care service businesses,
with 37 hair salons and barber shops occupying almost 44,000 SF of space along the Corridor.

Amongst the key neighborhood commercial areas, commercial space is concentrated around the Alston
Avenue/Main Street intersection in Northeast Central Durham and at the northern end of Fayetteville
Street in the Fayetteville Street Corridor neighborhood. The Alston Avenue/Main Street area
encompasses nearly 172,000 SF of occupied space including the Compare Foods grocery store.
However, the automotive repair and maintenance facilities account for more than 50% of the occupied
space within the 0.5-mile radius. Building material companies have a small concentration in the area,
with some occupying space at the Golden Belt facility.

2. Local Retail Business Capture

On the surface, the data suggest that the merchants located in the primary trade areas are capturing
more than the estimated local demand. Local businesses in the two PTAs are capturing between $27.7
million and $57.1 million above their calculated market share. However, the supply and demand
within the different retail/service segments varies. More than half of the retail market segments are
experiencing sales leakage. In these cases, either the existing businesses are performing below the
projected market averages for sales per square foot or there are not enough stores to capture local
consumer demand.

Among those segments, housewares (between $3.6 million and $5.1 million) and personal care services
(between $2.5 million and $3.5 million) rank as the most under-served spending categories. Sales
leakage is particularly prevalent in the Fayetteville Street Corridor PTA, where 19 of the 22 market
segments are experiencing some sales leakage at an 85% capture rate. This primarily is due to the
presence of the NCCU students, faculty and staff, which add nearly 5,000 full-time residents and a
day-time population of nearly 10,000 persons. Data provided by NCCU indicate that more than 85%
of discretionary spending by NCCU students is done further than 2-miles away from the campus. This
is an untapped resource for attracting businesses to the PTAs.

3. Potential Market Opportunities

The data indicate that the retail market strength of Northeast Central Durham and Fayetteville Street
Corridor is a fraction of what it was in the past. This fact is corroborated by the steady population
decline and concentration of low-income households that has been occurring in the area for several
decades. However, the data indicate that there are opportunities to attract additional/expanded
retail offerings in the area. Most notably, NCCU research indicates that students make up to 85% of
their discretionary purchases away from campus. Tapping into this resource could support additional,
specific business types. The following list shows the most promising retail target industries.
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Home Furnishing/Home Goods Store
University-Related Bookstore/Technology Store
Day Care Facilities (Personal Care Services)
Sit-Down Eating & Drinking Places

Specialty Food Stores

College-Oriented Entertainment Venues
Apparel Stores

Vehicle Repair & Maintenance

Hair Care Services & Suppliers

Chapter 5 contains brief descriptions of the aforementioned business types that may have an interest
in expanding/locating within the study areas, including which opportunity area would be most
appropriate to target this business.

D. TRANSPORTATION RECOMMENDATIONS

Only two of the intersections analyzed would require improvements beyond the scheduled NCDOT
Transportation Improvement Projects and City of Durham projects. These intersections include Miami
Boulevard/Gary Street/Holloway Street and Fayetteville Street/Lawson Street. Both intersections
operate unacceptably for the 2004 analysis year and likely will continue to operate unacceptably in
2015. This is particularly true for the Fayetteville Street/Lawson Street intersection, where a traffic-
calming roundabout is proposed.

1. Miami Boulevard/Gary Street/Holloway Street Intersection

The intersection of Miami Boulevard/Gary Street/Holloway Street is a five-legged intersection with
substandard geometrics and split phase signal timing. The intersection consists of two arterials, Miami
Boulevard and Holloway Street, intersecting at less than a 90-degree angle. Additionally, a fifth leg,
Gary Street connects to the intersection at a less than ideal angle. The signal phase for Gary Street
also takes away valuable “green time”, or time that the signal is green, from traffic on both Miami
Boulevard and Holloway Street.

To improve capacity, the intersection geometrics should be improved where Miami Boulevard intersects
Holloway Street at more of a 90-degree angle. This will allow for a more traditional signal timing
pattern and allow for the removal of the existing split phase timing. Additionally, the Gary Street
connection should be rerouted so that it does not directly join to the Miami/Holloway intersection.
With these changes complete, the intersection likely will function acceptably during both AM and PM
peak traffic by 2015.

2. Fayetteville Street/Lawson Street Intersection

Prior to the 2015 future year, the intersection of Fayetteville Street /Lawson Street is scheduled to be
modified from a signalized intersection to a roundabout. Even with this modification, the intersection
will require additional improvements to operate at an acceptable level of service. As a roundabout,
the intersection will operate with a 1.48 volume/capacity ratio. An intersection projected to exceed a
1.0 volume/capacity ratio means that than 100% of the road’s capacity is filled with additional
vehicles wishing to use it. In order to operate acceptably, Fayetteville Street will need to be widened
to accommodate this required capacity. However, widening Fayetteville Street is probably a less than
desirable option because this intersection is located adjacent to the NCCU campus. Furthermore, there
have been concerns expressed by the local community about the role that Fayetteville Street should
play in moving through-traffic into downtown. As such, further discussion should take place and
alternative measures should be explored.
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3. Other Observations

Several transportation discussion items were brought forth during the July 21st Steering Committee and
public meetings. During these meetings, the preliminary transportation analysis results were presented
and summarized for the steering committee and general public. The following suggestions were
provided for review: (a) the installation of traffic calming devices along Mangum Road and Roxboro
Road, (b) the installation of information signing along the Durham Freeway for Fayetteville Street
businesses, (c) the creation of a bus bay / turn-out at the intersection of Linwood Avenue and
Fayetteville Street, and (d) the completion of signal warrant analyses at several unsignalized
intersections along Fayetteville Street.

A During the Steering Committee meeting several citizens noted high traffic speeds along both
Mangum Road and Roxboro Road, particularly in the vicinity of Old Five Points. Due to the area
vehicle speeds, the citizens expressed concerns for both pedestrian safety as well as the safety of
those patrons performed parking maneuvers at the on-street parking spots along both facilities. It
is recommended that further study be conducted along both corridors to examine the possibility of
installing traffic calming devices in an attempt to lower vehicle speeds. Examples of these devices
include: the striping of angled parking (as opposed to the existing parallel parking), the
installation of planters protruding into the roadway, and/or the installation of speed humps along
the facility.

A To help promote local Fayetteville Street businesses, the recommendation of installing information
signing along the Durham Freeway was suggested during both the Steering Committee and public
meetings. Increasing the visibility of area businesses to local commuters along the Durham
Freeway will help advertise these businesses and potentially increase their overall patronage.
Future coordination between area businesses / area developers and the NCDOT is required to
ensure these signs are installed.

A Another suggestion brought forth at these meetings was the creation of a bus bay / bus turn-out at
the intersection of Linwood Avenue and Fayetteville Street. Due to current lane configurations,
stopping busses in this location prove to be confusing and unsafe to area drivers as well as to bus
operators. Future studies should be conducted at this location as well as along the length of
Fayetteville Street to determine the need for bus bays / bus turn-outs.

A Finally, due to the amount of through and turning vehicles along Fayetteville Street, several
general requests were made to perform signal warrant analyses at various unsignalized
intersections.  Currently, vehicles wishing to perform turning movements (particularly left-turning
movements) to or from Fayetteville Street encounter long delays and experience unsafe conditions.
Future studies should be conducted along the length of Fayetteville Street to determine which
unsignalized intersections should include signalization.

E. IMPLEMENTATION STRATEGY

The implementation strategy contains priority actions and an implementation matrix (included in this
section) that organizes and presents the visions and goals developed through public meetings,
stakeholder interviews, steering committee meetings and City staff input. The implementation strategy
contains 58 recommendations organized into four main topics: [1] Organization & Structure, [2]
Neighborhood Revitalization, [3] Workforce Development and [4] Business Development. The policy
direction of the plan was shaped through synthesizing the needs of the community, the vision of
neighborhood residents, the expectations of civic and government leaders and the realities of current
market conditions and projected future market influences.
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Old Five Points, Northeast Central Durham and Fayetteville Street Corridor Neighborhoods
Economic Development Strategic Plan Matrix

Goal Action Description
ORGANIZATION & STRUCTURE

Implementation Lead

Public

Private/NP

Implementation Timing
1-3Years 3-10 Years 10+ Years

Estimated
Cost

Goal #1: To improve the capacity of local organizations to unify the voice and vision of the community

Action 1:  Incorporate two public/private/neighborhood endorsed community development corporations, called NECD|
Incorporated and FSC Incorporated

Action 2:  Appoint a board of directors to the organizations, hire a small staff to manage day-to-day operations

Action 3:  Develop a community leadership program to cultivate, train and motivate new leaders in each of the three

neighborhoods

Goal #2: To ensure community participation in all decision-making ventures

Action 1:  Establish monthly CDC breakfast meeting to provide opportunities for businesses and residents to express
concerns about local market

Action 2:  Maintain regular communication with local residents through the CDCs to reassess community needs

Action 3:  Establish regular meetings between FSC CDC, OEED and NCCU to discuss any community/university

concerns

Goal #3: To Improve intra-office communication within the City's governmental structure

Action 1:  Hold monthly coordination meetings that include department heads from OEED, Planning and Zoning, Public
Works, Council members and NECD Inc/FSC Inc staff to ensure consistent communication between all
involved offices

Action 2:  Create Email listserve that includes all key City staff stakeholders to ensure all parties are updated on

progress

Goal #4: To institute a long-term funding mechanism for NECD Inc/FSC Inc operations

Action 1:  Create two Business Improvement Districts in Old Five Points/Northeast Central Durham and Fayetteville
Street Corridor

Action 2:  Seek annual financial appropriations from City of Durham, County of Durham, State of North Carolina

Action 3:  Seek annual contributions from Duke (NECD Inc/FSC Inc) and NCCU (FSC Inc)

BORHOOD R ALIZATIO
Goal #1: Revitalize the existing neighborhoods of Old Five Points, Northeast Central Durham and Fayetteville Street Corridor

Action 1:  Work with Housing and Community Development on housing renovation, infill development and
homeownership programs

Action 2: Initiate joint workforce development/homeownership program to provide participants construction skills
while helping them to homeownership

Action 3:  Promote the development of mixed-use projects that incorporate upper-floor residential above street-level
commercial space in opportunity areas

Action 4:  Continue to identify vacant and abandoned properties for adjudication and resale

Action 5:  Market the neighborhood to workers in local businesses to create a live/work/play environment

Goal #2: To improve condition and aesthetics of existing commercial space

Action 1:  Explore opportunities to expand the facade improvement/rehabilitation programs

Action 2:  Create revolving loan fund for building renovation/rehabilitation within neighborhoods for medium/large
endeavors

Action 3:  Support the conversion of residential properties located within commercial districts that front major
thoroughfares into commercial use

Action 4:  Improve public infrastructure and street aesthetics to make commercial areas more accessible/inviting to
potential consumers

Action 5:  Create a unified design standard for commercial areas to ensure consistent design and appropriate scale

of new development/rehabilitation
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BORHOOD R ALIZATIO 0
Goal #3: Improve issues surrounding crime and safety in the neighborhoods

Action 1:  Continue to promote and support the PAC system through active participation in monthly meetings

Action 2:  Seek additional City funding for adding bicycle/foot patrols in the opportunity areas

Action 3:  Create recreation and activity alternatives for the neighborhood youth to combat gang enrollment

Action 4:  Foster the expansion of a police athletic league for neighborhood children through funding, fund raising
and marketing

Action 5:  Provide assistance to local organizations that run drug and gang-related outreach programs

Goal #4: To ensure that revitalization efforts respect the historic character of the neighborhoods

Action 1:  Encourage inclusion of historic elements during design review of revitalization and new construction projects
Action 2:  Encourage the rehabilitation and adaptive reuse of existing structures over demolition/redevelopment
where possible
Action 3:  Work with Historic Preservation Board to further market programs available for rehabilitation of properties
within local and national historic districts
ORKFORCE D OP

Goal #1: To provide neighborhood youth with opportunities to develop marketable job skills

Action 1:  Implement an annual workforce skills survey of regional businesses to identify the greatest job needs of
neighborhood businesses

Action 2:  Support the creation of the vocational school project at the former elementary school on North Driver Street

Action 3:  Work with Durham Tech to create job training programs based on demands from local employers

Action 4:  Create program that provides job readiness training to tennagers and young adults

Action 5:  Investigate potential for corporate mentoring programs for community youth

Action 6:  Continue to provide training assistance and incentives to local businesses to hire neighborhood residents

Goal #2: To offer continuing education, work training and employment support for all neighborhood residents

Action 1:  Work with the Center for Employment Training and other local workforce development providers to
enhance range of services

Action 2:  Work with Durham Tech to create job training programs based on demands from local employers

Action 3:  Provide incentives for businesses outside the neighborhood to employ community residents

Action 4:  Investigate opportunities to provide child care/adult day care facilities for community residents looking to

work

Goal #3: To ensure that existing residents of the neighborhoods are provided opportunities to participate in the revitalization plan

Action 1:  Continue to encourage entrepreneurship within neighborhood by providing assistance to any interested
residents, including capital, education and market access
Action 2:  Provide opportunities for any displaced resident to acquire housing elsewhere in the neighborhood
B D OP
Goal #1: To organize the business community and create a regular dialogue about the vision of the opportunity areas
Action 1:  Improve communication with the businesse community using a periodic news letter to relay events and
happenings that may impact local businesses
Action 2:  Create and maintain an active inventory of commercial space and businesses within each neighborhood
Action 3:  Actively market the neighborhoods to potential retail tenants, working with local real estate brokers to help
these businesses identify the most appropriate location
Action 4:  Improve the utilization of prime retail space in the opportunity areas by working with property owners in

attracting traditional commercial tenants
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B D OP 0
Goal #2: To diversify the retail and service offerings to meet the needs of the community residents
Action 1:  Encourage infill development in commercial areas of each neighborhood OEED, PZ EDO FF T rri
Action 2:  Work with Durham Housing Authority on the long-term strategy for the adaptive reuse of Golden Belt and JOEED, DHA EDO
the potential redevelopment of Fayette Place
Action 3:  Maintain regular. commu.mcatlo.n with business owenrs through the community development corporations to EDO, H AT TLETLTLETETLETE LIS
reassess community retail/service needs
Action 4:  Adopt a business recruitment and marketing program to attract targeted businesses to existing leaseable  JOEED EDO, O, M
building space
Action 5:  Take proactive steps to prepare for TTA transit station with transit-oriented development (TOD) strategy, |OEED, PZ,DC NP, O, H
adressing changes to land uses, zoning and density while planning for relocation assistance to displaced ]
residents and businesses
Goal #3: To enhance the flexibility of land use, design and utilization of commercial property within the opportunity areas
Action 1:  Consider rezoning areas to encourage higher-density mixed-use development within the opportunity areas JOEED, PZ, DC O, EDO
Action 2:  Consider density bonuses above existing allowable densities for developments that meet specific goals of JOEED, PZ, DC O, D, EDO
the economic development strategy
Action 3:  Explore possibilities to extend downtown overlay district boundaries and/or create new overlay OEED, PZ, DC
boundaries to offer more flexible design standards
Action 4:  Continue to work to 'streamline’ permitting process and design standards for prospective revitalization and JOEED, PZ, DC
new construction projects
Goal #4: To attract employers offering better paying jobs
Action 1:  Inventory all vacant heavy commercial/industrial space in the neighborhoods EDO, O, R
Action 2:  Further promote state incentives for businesses to locate within certain opportunity areas, particularly for OEED EDO 777 I I FF I I T T I I F T T T TFTTT
employing local residents
Action 3:  Survey Research Triangle Park tenants annually on small space needs for potential high-tech marketing O, M, EDO .
strategy
Action 4:  Provide incentives to rehabilitate/redevelop existing commercial structures OEED, DC PP T TTTTTTTTTSS
Public: Timeline Legend:

DC - Durham City/County

DHA - Durham Housing Authority

DT - Durham Tech

HCD - Housing & Community Development

NCCU - North Carolina Central University

OEED - Office of Economic & Employment Development
PD - Durham Police Department

PZ - Office of Planning & Zoning

Private/Non-Profit:

D - Development Community

H - Neighborhood Residents

M - Merchants

EDO - Economic Development Organization
NP - Non-Profit Organization

O - Property Owners

P1 - Police Advisory Committee for District 1
P4 - Police Advisory Committee for District 4
R - Realtors/Brokers

Cost Estimate Legend:

A - Under $10,000

B - $10,000 to $100,000

C - $100,000 to $500,000
D - $500,000 to $1,000,000
E - Over $1,000,000

RKG Associates & SEPI Engineering
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1. Opportunity Area Strategies

The implementation strategy also includes individual revitalization recommendations for the various
commercial nodes within the Northeast Central Durham and Fayetteville Street Corridor
neighborhoods. These recommendations represent potential reinvestment/realignment of the nodes to
better serve local residents while creating investment and entrepreneurial opportunities. These nodes
include:

A Old Five Points — The OId Five Points node has the potential to better connect the Northeast
Central Durham neighborhood to downtown Durham via select revitalization investments on the
southern portion of Mangum Street. These investments should serve as a better connection to
downtown by bringing office, retail and residential development out of the downtown while
extending the aesthetics and scale of the Old Five Point intersection. Further south.

A East Main Street Corridor — The East Main Street Corridor has the potential to be a commercial
center for Northeast Central Durham. The corridor already has a good concentration of
commercial users, with strong long-term potential for the Golden Belt Facility. The corridor also
benefits from the Hope VI investments occurring at the intersection of East Main Street and
Elizabeth/Fayetteville Street. Similar to the Old Five Points node, the East Main Street Corridor
area has the potential to improve the connection between downtown and the NECD neighborhood.

A Upper Alston Corridor — The Upper Alston Corridor should be considered a mid-term or long-term
investment area that will capitalize on the Alston Avenue widening and the investments along East
Main Street, particularly the Compare Foods site. Uses in this node should compliment the civic
(school, parks) and residential uses abutting the commercial frontage parcels.

A Angier & Driver Intersection — The Angier & Drive intersection has historically been a commerce
center for this portion of Northeast Central Durham. With aggressive marketing and an effort to
preserve the historic buildings at the intersection and immediately adjacent, this node has the
potential to once again serve as a commerce center for local residents. The proposed investments
along Pettigrew Street will serve to bolster the attractiveness of this area as a neighborhood retail
center.

A Pettigrew Street Corridor — The Pettigrew Street Corridor has the potential to become a cluster of
smaller (up to 30,000 SF users) heavy commercial and industrial users. Efforts should focus on
making this area the employment center for NECD and FSC residents it once was. The proposed
TTA station on the west side of the node offers the possibility of a transit-oriented development
(TOD), which will provide entrepreneurial and residential opportunities for local residents.

A Hayti Commercial District — Hayti Commercial District is also a historic commercial center for the
area, serving residents of both Northeast Central Durham and Fayetteville Street Corridor. While
many of the parcels are built out, some opportunities exist for reinvestment into the node. Most
notably, there is an opportunity to work with the Durham Housing Authority to revitalize Fayette
Place into a mixed-income owner/renter development.

A South Fayetteville Street — Similar to the Upper Alston Corridor, South Fayetteville Street is more
of a longer-term investment area. As development interest continues to move up Fayetteville
Street from 1-40 and down from Hayti/NCCU, reinvestment will become more feasible. Efforts
should be made to save local landmarks (Chucken Hut) while building off the success of recent
investments (Food Lion).

A Central Fayetteville/NCCU — The Central Fayetteville Street area is home to North Carolina
Central University (NCCU). Past actions by the university and community has led to some
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2.

disagreement about the future of this area. Collaboration between local residents and the
University has begun during this process. Further discussions should be held to create a mutually
beneficial plan for all parties.

Priority Actions

To accomplish the tasks and projects suggested in the implementation strategy, the City and local
residents should accomplish the following:

A

Establish an implementation agency — Although the specific details could not be agreed upon
during this study, all parties agreed that a new entity should be created to oversee the process. In
order to successfully implement the more complex elements of this revitalization strategy, the City,
in coordination with the community, will need to create an organization that has the capabilities,
powers and authority to implement. The nature of this effort will require specialized expertise
and experience in areas of real estate development, construction management, marketing and
promotion, and deal-making.

Establish two housing CDCs — To compliment the efforts of the implementation agency, community
development corporations (CDC) should be created to oversee housing rehabilitation and
homeownership programs for local residents within Northeast Central Durham and Fayetteville
Street Corridor. Each CDC would work closely with Durham Department of Housing and
Community Development and the Durham Housing Authority.

Adopt a formal business recruitment strategy — Using the findings in this report, the City and the
implementing agency need to become proactive in targeting and recruiting the retail, office and
industrial companies into the NECD and FSC neighborhoods. This effort should include extensive
marketing efforts to potential users and continued discussions with property owners and local
businesses to ensure maximize the effectiveness of this effort.

Enhance job readiness and job skill program offerings — The City should continue to aggressively
pursue job readiness training and job skill development for neighborhood residents. This will
ensure an opportunity for these residents to participate in the economic revitalization of the area.
Existing alliances with job training organizations should be further cultivated.

Improve intra-office communication — Economic development requires participation from several
City and County offices including planning & zoning, engineering and housing & community
development. It is essential that all departments be aware of current and upcoming efforts to
ensure smooth and efficient approvals as investors move from concept to construction. The ability
of the City to streamline approval processes may be the difference in the feasibility of a project.

Increase the flexibility in design codes — This effort would benefit from an overlay district similar
to downtown, aimed at making the opportunity areas of the neighborhood study districts more
attractive to investors while maintaining the look and scale of the existing community, preserving
historic buildings and preserving the cultural identity of the area. A design overlay district would
facilitate that effort.

Create comprehensive strategies for the larger projects in the neighborhoods — The more
substantial projects should be given particular attention at the onset of implementation. More
specifically, the City and all relevant parties should be planning the efforts related to the Golden
Belt facility (NECD), the Fayette Place development (FSC) and the potential TTA station along
Pettigrew Street. These three projects have the potential to enhance or undermine the remaining
efforts spelled out in chapter 7. Proactive planning will ensure these projects compliment the
overarching principles used to drive this strategy.
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.
3 DEMOGRAPHIC AND ECONOMIC ANALYSIS

A. INTRODUCTION

This section analyzes demographic and economic factors such as population, employment and
establishment trends and income levels, for the City of Durham, Durham County, and the three
neighborhoods of Old Five Points, Northeast Central Durham and Fayetteville Street Corridor. This has
been done to create a direct comparison between the local and regional economic markets competing,
on a certain level, for residential and commercial growth. The data were primarily collected from the
City of Durham, DemographicsNow! and the US Department of Commerce (Bureau of the Census and
Bureau of Labor Statistics). Due to the limited ways the data are available, the consultant had to use
block group boundaries to define the neighborhood areas. As such, the data boundaries do not
exactly represent the neighborhood boundaries (seen in chapter 4). Most notably, the Old Five Points
neighborhood had to be combined with the Northeast Central Durham neighborhood due these
constraints. However, these boundaries still represent the demographic and economic conditions that

currently exist in the neighborhoods. Map 3-1 shows the boundaries used to define the three
neighborhoods for this analysis.

Map 3-1
Neighborhood
Study Boundaries
Demographic Analysis

POLICE 4*.

DISTRICT 1

SSYdAE 0L AYNY

Prepared By

RKG!

July, 2005

LEGEND

Roads
Northeast Central Durham
[ Fayetteville Street Corridor

] Police District 1
[__] Police District 4
[ Block Groups
[ cCity Limits

! DemographicsNow is a private data vendor that specializes in demographic and economic projections. Their data analysis
methods can be found on their website at www.demographicsnow.com

RKG Associates, Inc. and SEPI Engineering Page 3-1
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B. POPULATION TRENDS AND PROJECTIONS

1. Population Trends (19920-2004)

According to DemographicsNow, the City of Durham had an estimated population of 201,435 people
in 2004. This reflects an increase of nearly 49,000 people since the 1990 census, for an average
annual increase of 2.2%. The center city neighborhoods of Northeast Central Durham (NECD) and
Fayetteville Street Corridor (FSC) have not experienced as strong population growth compared to the
more suburban areas of the community. Table 3-1 shows that the NECD and FSC neighborhoods
experienced slower growth rates than the remainder of Police Districts 1 and 4 between 1990 and
2004. Both Police Districts experienced annual growth rates above 3% between 1990 and 2000. In
comparison, NECD only grew at 1.8% annually during the 1990s, while population in the Fayetteville
Street Corridor remained relatively stable, decreasing by 0.6% during the same period.

The NECD and FSC neighborhoods compared more favorably to the City as a whole, but still well
below their respective growth rates. The City (less all study areas) had an annual growth rate of
1.8% from 1990 to 2004, ranking it between more modest growth rates of the two neighborhoods
and the stronger growth rates of the larger police districts. This is likely due to the fact that the
remainder of the City includes both urban neighborhoods and suburban development areas, implying
that the population growth trends of these two police districts are similar for all neighborhoods
surrounding the downtown.

Table 3-1
Population Growth Trend and Projection Comparison
1990-2009
% Change Annual % Change
1990 2000 2004 2009 '90-'00 '00-'04 '04-'09 '90-'00 '00-'04 '04-'09
Durham City 152,719 187,006 201,435 218,140 22.5% 7.7% 8.3% 2.2% 1.9% 1.7%
Durham County 181,836 223,314 240,859 261,245 22.8% 7.9% 8.5% 2.3% 2.0% 1.7%
Wake County 423,345 627,846 716,522 820,710 48.3% 14.1% 14.5% 4.8% 3.5% 2.9%
Study Areas 65,363 83,959 91,132 99,255 28.5% 8.5% 8.9% 2.8% 2.1% 1.8%
Northeast Central Durham/Old 5 Points 11,303 13,282 13,430 13,632 17.5% 1.1% 1.5%] 1.8% 0.3% 0.3%
Police District One 22,300 29,500 31,360 33,591 32.3% 6.3% 7.1%] 3.2% 1.6% 1.4%
Fayetteville Street 8,982 8,924 9,033 9,150 -0.6% 1.2% 1.3%| -0.1% 0.3% 0.3%
Police District Four 22,778 32,253 37,309 42,882 41.6% 15.7% 14.9% 4.2% 3.9% 3.0%
Durham City Less Study Area 87,356 103,047 110,303 118,885 18.0% 7.0% 7.8%) 1.8% 1.8% 1.6%
Durham County Less City 29,117 36,308 39,424 43,105 24.7% 8.6% 9.3%) 2.5% 2.1% 1.9%

Source: DemographicsNow and RKG, 2005

The slow population growth experienced in the Northeast Central Durham and Fayetteville Street
Corridor neighborhoods is consistent with the larger national trend in urban neighborhoods. Many
inner city neighborhoods have experienced little or no population growth in recent decades due, in
part, to personal preferences of residents for newer, larger homes; perceptions and concerns about
neighborhood safety; the quality of inner-city schools; and the age and condition of urban housing
units. Interviews with local residents and business leaders indicate that these issues impact Northeast
Central Durham and the Fayetteville Street Corridor.

Other conditions may have led to the slow population growth trends for these neighborhoods. Most
notably, two public housing developments were vacated during this time period. The first, Few
Gardens, was a 240-unit development in NECD that was vacated and razed to make way for a Hope
VI project which has not been constructed yet. The other, Fayette Place, is a 200-unit complex located
in FSC that was vacated for renovation. Interviews with the Durham Housing Authority indicated that
reoccupation has only recently begun at Fayette place. However, the completion of the Hope VI
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project and the full reoccupation of Fayette Place will help the neighborhoods recover some of their
lost population.

North Carolina Central University (NCCU) representatives indicated to RKG that the population
estimates may not include the recent enrollment expansion at the university. Between 2000 and 2004,
NCCU increased its enrollment by 2,250 students. However, NCCU records indicate that on-campus
housing only increased 107 persons during this time frame. It is likely that the remaining student either
commute to school from their homes or have found housing outside the neighborhood study area.
When considering the displacement of roughly 200 households from Fayette Place during this time
period for the unsuccessful revitalization effort for the complex, the DemographicsNow data seems to
accurately reflect local population conditions in Fayetteville Street Corridor. More notably, these data
indicate there is a healthy day-time population that is not counted in population statistics. This daytime
population can help bolster local businesses during traditional business hours.

Anecdotal data also indicate that there has been a trend in Northeast Central Durham and
Fayetteville Street Corridor of houses being left abandoned and/or not maintained. There were
several reasons given for this phenomenon. Most notably, owners have abandoned properties
because they area unable to recoup their renovation investment due to low sales prices and rental
rates. This market condition causes a disincentive for homeowners and landlords to invest in this
housing. Consequently, several housing units have become uninhabitable and are creating a blighted
condition. There has been a concerted effort to identify and eliminate these units. In total, 33 houses
were demolished in 2004 along, with only 8 units being rehabbed. This cause and effect relationship
has also had a direct effect on population growth, limiting opportunities for persons interested in these
neighborhoods to find suitable, safe housing.

As such, the data suggest that commercial development and revitalization will most likely take time
and extensive planning to improve the market climate and change investment perceptions of the

respective neighborhoods.

2. Population Projections (2004-2009)

The population projection data

indicate that population growth will Figure 3-1
not keep pace with recent growth
trends. None of the study areas
(Figure 3-1) have a projected

POPULATION TRENDS & PROJECTIONS
Annual Growth Rates; 1990-2009

annual growth rate greater than the Northeast Central Durham
respective trend data from 2000 to
2004. However, the data indicate Police District One

that the NECD  and FSC
neighborhoods will likely continue to
lag behind the more suburban areas
of Durham City and County, in term

Fayetteville Street

Police District Four

of percentage population growth. Durham City*
Northeast Central Durham and
Fayetteville Street Corridor have Durham County™**

average annual projected growth
rates of 0.3% during this time
period, compared to the 1.4%
(Police District 1) to 3.0% (Police

-2.0% 0.0% 2.0% 4.0% 6.0%

[1'04-'09 W '00-'04 W '90-'00

District 4) projected annual growth
rates of the other study regions.
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The population growth trends and projection data indicate that the two neighborhoods are not
capturing a commensurate share of the regional population growth. The NECD and FSC
neighborhoods have not experienced as strong population growth as the suburbs, so they have not
benefited from the same increase in spending power. As a result, the more suburban areas of the City
have become the premier locations to do business for retailers looking to capitalize on an expanding
customer base. This is most evident in the continued development in and around the Northgate and
Streets At Southpointe malls.

C. HOUSEHOLD FORMATION TRENDS AND PROJECTIONS

1. Household Trends (1990-2004)

Household formation trends in center Floue3?

city Durham are similar to the HOUSEHOLD TRENDS & PROJECTIONS
population trends, revealing slower Annual Growth Rates; 1990-2009
growth in percentage terms in the
inner city compared to the suburban

Northeast Central Durham

counter parts. The number of
households in NECD and FSC Police District One
decreased annually by a rate of less
than one percent between 1990 and Fayefteville Street

2000, while the household
population in Police District 1 and 4
increased at a rate comparable to Durham City*
the suburban counterparts.  More
recent trends suggest that household Durham County™**
formation trends improved slightly in ‘

recent years within the study area. -20%  00% 2.0% 4.0% 6.0%
NECD, FSC, Police District 1 and 4 [J'04-'09 W '00-'04 @ '90-'00

all  reported positive household
growth between 2000 and 2004
(Figure 3-2). In fact, the average
annual household growth rate for the NECD and FSC neighborhoods increased by more than 1% for
the period between 2000 and 2004 compared to the period between 1990 and 2000. Household
growth outside the neighborhoods increased at a slower rate. In fact, the average annual rate of
growth decreased by 0.4% between 2000 and 2004 compared to the period between 1990 and
2000 for Police District 1. Household formation increased at a faster annual rate in more recent
years compared to the population trends in the two neighborhoods, suggesting more, but smaller,
households.

Police District Four

The household formations in Police Districts 1 and District 4 increased at annual rates comparable to
the City excluding the four study areas between 1990 and 2000, and in more recent years. However,
despite similar trends among the two study areas and Durham City (excluding all four study areas);
Durham County (excluding the city) reported the greatest annual growth rates compared to the four
study areas except for Police District 4. In Police District 4, the household count increased by 4.9%
annually between 1990 and 2000, and by 5.3% annually between 2000 and 2004 compared to
3.3% and 3.1% respectively. In summary, the household formation trends in the study areas, reported
slower annual growth, except in Police District 4, compared to the City of Durham (excluding the study
area), and Durham County (excluding the city) indicating that the suburban areas are experiencing
greater household growth compared to their urban counterparts.

2. Household Projections (2004-2009)
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The household formation projections indicate that household population growth is not expected to
maintain its current levels. All of the study areas, and the City of Durham (excluding the city), and
Durham County (excluding the study area) are expected to decrease its annual rate of growth
between 2004 and 2009 compared to the period between 2000 and 2004. The NECD, and FCS
neighborhoods are expected to grow 1.0% annually, a slower rate, compared to Police District 1 and
Police District 4, which are expected to grow at an annual rate of 2.1% and 4.0% respectively
between 2004 and 2009 (Figure 3-2). Police District 1 and Police District 4 are anticipated to grow at
annual rates, similar to those of the City (excluding the study area), and the County (excluding the
City), which have projected annual growth rates of 2.4% and 2.6% respectively between 2004 and
2009.

In summary, the NECD and FSC neighborhoods have not captured as much household growth in recent
years compared to Police District 1, Police District 4, or compared to the City (excluding the study
areas) and the County (excluding the City). Similarly, the household formation trends are expected to
continue throughout the projected time period between 2004 and 2009. The slower population
growth in the neighborhoods compared to their more suburban counterparts affects both the tax
revenues generated from households and the attractiveness for private investors to increase
development in these slower growing areas. As a result, the Northeast Central Durham and
Fayetteville Street Corridor neighborhoods have suffered from a retail and residential development
standpoint in recent years, experiencing very little new development.

D. MEDIAN HOUSEHOLD INCOME TRENDS

1. Income Trends (1990-2004)

The median household income in 2004 among the four study areas ranges between a low of $18,260
in NECD to a high of $52,198 in Police District 4. The household income trends in more recent years
indicate that Police District T and Police District 4 experienced the greatest household income increases
between 2000 and 2004 (Table 3-2). Historic annual household income growth trends in the study
areas ranged between a low of 2.7% per year in FSC, to a high of 5.5% in Police District 1 between
1990 and 2000. Among all of the study areas, the annual rate of household income growth
decreased between 1990 and 2000 compared to the period between 2000 and 2004. Indicating
that the rate at which household income increases is slowed in recent years compared to the 1990’s.

Table 3-2
Median Household Income Growth Trend Comparison
1990-2009
| % Change | Annual % Change
1990 2000 2004 2009 '90-'00 '00-'04 '04-'09] '90-'00 '00-'04 '04-'09
Base Data
Durham City $28,777 $40,858 $44,654 $50,603] 42.0% 9.3% 13.3% 4.2% 2.3% 2.7%
Durham County $30,574 $43,631 $47,591 $53,743] 42.7% 9.1% 12.9% 4.3% 2.3% 2.6%
Wake County $36,259 $55,414 $59,834 $68,085) 52.8% 8.0% 13.8% 5.3% 2.0% 2.8%
Study Areas
Northeast Central Durham/Old 5 Points $11,934 $17,752 $18,260 $19,680) 48.8% 2.9% 7.8% 4.9% 0.7% 1.6%
Fayetteville Street $17,303 $21,942 $22,988 $25,000] 26.8% 4.8% 8.8%) 2.7% 1.2% 1.8%
Police District One $26,975 $41,810 $45,011 $50,414] 55.0% 7.7% 12.0% 5.5% 1.9% 2.4%
Police District Four $32,649  $47,614  $52,198  $58,518] 45.8% 9.6% 12.1% 4.6% 2.4% 2.4%
Difference Between City Median Income and Study Area Median Income
Northeast Central Durham/Old 5 Points ($16,843) ($23,106) ($26,394) ($30,923), 37.2% 14.2% 17.2%) 3.7% 3.6% 3.4%
Police District One ($1,802) $952 $357 ($189) -152.8% -62.5%  -152.9% -15.3% -15.6% -30.6%
Fayetteville Street ($11,474)  ($18,916)  ($21,666)  ($25,603) 64.9% 14.5% 18.2%] 6.5% 3.6% 3.6%
Police District Four $3,872 $6,756 $7,544 $7,915 74.5% 11.7% 4.9% 7.4% 2.9% 1.0%

Source: DemographicsNow and RKG, 2005

The median household income in all of the study areas except Police District, 1 and Police District 4 are
less than Durham City, which reported a median household income of $44,654 in 2004. Meanwhile
the median household income was approximately $357 greater in Police District 1, and
approximately $7,544 greater in Police District 4 compared to Durham City in 2004. The median
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household income is greater in the County of Durham compared Durham City, and the study areas
except for Police District 4, where the median household income is $52,198 approximately $4,607
greater than the County. The areas of NECD and FSC are achieving median household income levels
well below that of the City of Durham and Durham County. As of 2004, the median household in NECD
was more than $20,000 less than the median income in both the City of Durham and Durham County.
Indicating that on average, the median household income is less than the city of Durham and Durham
County.

2. Income Projections (2004-2009)

The gap between the median household income in Durham City and the study areas are expected to
increase between 2004 and 2009 except in Police District 4. Additionally, among all of the study
areas, the annual rate of household income growth is expected to increase, or remain the same
between 2004 and 2009, compared to the period between 2000 and 2004. However, despite the
widening of the gap between median household income levels, the annual rate of growth is expected
to increase or remain the same in all of the study areas between 2004 and 2009. Meanwhile, the
annual rate of growth is expected to increase by at least 0.3% per year in Durham County and
Durham City (Figure 3-3).

The median household income Figure 3-3

analysis reveals that the MEDIAN HOUSEHOLD INCOME
household income levels in the TRENDS & PROJECTIONS
study areas are much less than 2000-2004-2009

the median household income
levels in the City of Durham,
and Durham County, except in Northeast Central Durham
Police District 4. Additionally,
the median household income
gap is expected to increase
between the study areas and
Durham City, and Durham Police District Four
County by 2009, with the City
and County reporting Durham City

greater increase in household
; Durham County
income compared to the study

Police District One

Fayetteville Street

areas. The slower median $10,000 $20,000 $30,000 $40,000 $50,000 $60,000
household income growth in
recent years, and the slower ‘I:I2009 W 2004 l2ooo‘

projected median household
income growth through 2009
partially explains the little retail and new residential development within the two areas. Also, the
lower purchasing power compared to that of the suburban counter parts, make developing retail and
residential developments less attractive compared to alternative suburban sites in the area.

E. EDUCATIONAL ATTAINMENT

Educational attainment among persons 25 years and older varies greatly among the different study
areas. In NECD, approximately 48% of the population has less than a high school degree followed
by FSC with 31.2%. In Police District 1 and 4, approximately 68% and 44% of the population
respectively have attained a high school education. In addition, only 27% of the population in NECD
obtained any education above a high school diploma. In summary, educational attainment data
indicate that a higher percentage of the population in Police District 4 and Police District 1 have

RKG Associates, Inc. and SEPI Engineering Page 3-6



Economic Assessment of Old Five Points, Northeast Central Durham and Fayetteville Street Corridor December 2005

obtained education after high school, while a smaller percentage of people in NECD and FSC have
obtained any education after high school.

The level of educational attainment is higher in Durham City (excluding the study area), and Durham
County (excluding the City) compared to the study areas except in Police District 4. Police District 4
has a greater percentage of people with some post-secondary education, such as some college,
associates degree, bachelors degree or graduate degree as compared to Durham County (excluding
the City). Durham City (excluding the study areas) has the smallest percent of people (15%) who only
obtained a high school degree, and the highest percentage of people who have obtained post-
secondary education (72%). This high percentage is largely due to the presence of Duke University,
which has a concentration of faculty and post-graduate students. In NECD, FSC and Police District 1
however, the percentage of people who achieved education after high school, ranges between 27%
and 50% of the population (Table 3-3).

The educational attainment level is directly correlated with that of the household income levels noted in
the previous section. Police Districts 1 and 4 report higher educational attainment levels, while the
median household income levels were also greater in these two study areas. In general, the level of
educational attainment is lower within the study areas compared to the City of Durham (excluding the
study area) and Durham County (excluding the City).

Table 3-3
Educational Attainment - 2000
By Percentage Of Population Over 25

Study Areas Comparative Areas

Northeast Durham City Durham

Central Rest of Police Fayetteville Rest of Police] Study Area| (Less Study  County (Less
Durham District 1 Street District 4] Totall Area) Durham City) Wake County
Total Age 25+ Population 7,226 18,564 4,255 21,144 51,189 66,787 25,489 403,335
No schooling completed 4.6% 1.3% 2.4% 1.0% 1.7% 0.9% 0.7% 0.7%
Nursery to 8th grade 16.6% 8.9% 6.8% 3.6% 7.6% 4.2% 3.6% 3.1%
9th to 11th grade, no diploma 26.9% 14.0% 22.0% 10.0% 14.8% 7.9% 8.8% 6.9%
High school graduate 24.7% 26.7% 24.7% 17.6% 22.5% 14.8% 24.0% 17.7%
Some college, no degree 17.4% 18.8% 22.4% 18.9% 19.0% 16.3% 19.3% 20.1%
Associate degree 4.2% 6.4% 4.0% 6.1% 5.7% 5.4% 7.3% 7.6%
Bachelor's degree 3.7% 17.1% 11.3% 26.7% 18.7% 26.2% 21.8% 29.6%
Graduate degree 2.0% 6.8% 6.4% 16.2% 10.0% 24.2% 14.5% 14.3%

Source: DemographicsNow and RKG, 2005

The data suggests that education and workforce training would benefit the inner city areas. However,
training and development would take time and planning to ensure proper execution and
implementation. This type of program would encourage more people to enter the work force,
therefore increasing household income levels and unemployment rates.

F. EMPLOYMENT AND INDUSTRY TRENDS

In 2000, the residents of Northeast Central Durham and Fayetteville Street Corridor neighborhoods
accounted for approximately 7,500 of the City’s 94,500 employed residents, or less than 8% of the
City total. As seen in Table 3-4, employment patterns, in terms of employment by industry sector, are
relatively similar between the various study areas. The service sector employs the largest share of
persons in each of the study areas, ranging from nearly 40% in NECD to 53% for the City, less Police
Districts 1 and 4. The retail trade and manufacturing sectors constitute smaller, but significant shares
of employment in each of the study areas as well.

In terms of individual areas, the NECD neighborhood has a slight concentration of persons employed in
the construction industry (13%) as compared to the other study areas. The Northeast Central Durham
neighborhood and Police Districts 1 and 4 (less the neighborhoods) also have a small concentration of
persons employed in manufacturing as well. As a result, these three areas have smaller concentrations
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of persons working in the services sector. Conversely, the employment breakdown for the Fayetteville
Street Corridor neighborhood is more in-line with the rest of the City and rest of Durham County.

Table 3-4
Employment, by 1-Digit Industrry
By Study Area, 2000

Study Areas Comparative Areas
Northeast Durham City Durham
Central Rest of Police  Fayetteville Restof Police]  Study Area]  (Less Study County (Less
Durham District 1 Street District 4] Totals| Area) Durham City) Wake County
2000 Employment 4,591 9,862 2,870 14,348 31,671 62,838 19,710 343,750
Agriculture, forestry & fisheries 34 0 7 38 79 126 93 1,247
Mining [ 11 [ 0 11 6 20 389
Construction 596 785 158 679 2,218 3,959 1,633 25,518
Manufacturing 506 1,318 186 2,233 4,243 5,478 2,245 43,288
Transportation, Communication & Ultilities 236 1,145 241 1,373 2,995 3,829 1,671 30,853
Wholesale trade 109 184 36 245 574 1,025 515 11,233
Retail trade 1,086 857 591 1,788 4,322 8,964 2,580 55,628
Finance, insurance, & real estate 118 742 149 696 1,705 3,600 1,120 23,221
Services 1,816 4,279 1,407 6,562 14,064 33,562 8,809 132,861
Public administration 90 560 95 734 1,479 2,270 1,024 19,512
Percentage of Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Agriculture, forestry & fisheries 0.7% 0.0% 0.2% 0.3% 0.2% 0.2% 0.5% 0.4%
Mining 0.0% 0.1% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1%
Construction 13.0% 8.0% 5.5% 47% 7.0% 6.3% 8.3% 7.4%
Manufacturing 11.0% 13.4% 6.5% 15.6% 13.4% 8.7% 11.4% 12.6%
Transportation, Communication & Ultilities 5.1% 11.6% 8.4% 9.6% 9.5% 6.1% 8.5% 9.0%
Wholesale trade 2.4% 1.9% 1.3% 1.7% 1.8% 1.6% 2.6% 3.3%
Retail trade 23.7% 8.7% 20.6% 12.5% 13.6% 14.3% 13.1% 16.2%
Finance, insurance, & real estate 2.6% 7.5% 5.2% 4.9% 5.4% 5.7% 5.7% 6.8%
Services 39.6% 43.4% 49.0% 45.7% 44.4% 53.4% 44.7% 38.7%
Public administration 2.0% 5.7% 3.3% 5.1% 4.7% 3.6% 5.2% 5.7%
Source: DemographicsNow and RKG, 2005

In terms of job growth, the two neighborhoods have lagged behind the other study areas. Between
1990 and 2000, Northeast Central Durham experienced a 12% increase in employment while the
Fayetteville Street Corridor neighborhood has a negative net growth in employment (19%). In
comparison, Police District 1 (29%) and Police District 4 (61%) experienced much stronger growth
rates. Only the remainder of the City (12% growth) experienced similar, limited growth to the two
neighborhoods. Figure 3-4 shows a comparison of the two neighborhoods to the rest of the City
(including the portions of Police District 1 and 4 outside the neighborhoods). As seen, job growth is
stronger outside the neighborhoods in the employment sectors that offer more white-collar jobs.

RKG Associates, Inc. and SEPI Engineering Page 3-8



Economic Assessment of Old Five Points, Northeast Central Durham and Fayetteville Street Corridor December 2005

In summary, Northeast Central
Durham and  Fayetteville Figure 3-4 Employment Growth Trends

Street Corridor are not Select Sectors by Study Area, 1990-2000

capturing their share of the
employment growth  within Services
Durham. This is particularly
noticeable in the more
professional and technical- FIRE
oriented sectors, where the
other study areas are
experiencing more substantial Retail Trade
gains. The NECD and FSC
employment growth sectors
(retail trade and construction) Manufacturing
tend to mostly offer lower-
skilled positions. This primarily

is a result of the Ilower Construction

educational attainment level ! ! ‘

of neighborhood residents, 50% 0% 50% 100% 150%
compared to other Durham Percent Growth

City and Durham County \l NECD B FSC B Rest of City \

residents. The employment by
industry trends reveal that the sectors requiring more advanced education are, by in large part,
employing persons from elsewhere in the City and County.

G. OCCUPATIONAL CHARACTERISTICS

Occupational data identify the types of jobs held by people within a given region, and inferences can
be made about the general level of education and skills possessed by local workers. While the
occupational distribution of study area workers is similar to the City and County as a whole, some
differences are apparent. Table 3-4 indicates that the percentage of the population employed in
traditional blue-collar occupations was greater in Northeast Central Durham, Police District 1 and
Fayetteville Street Corridor than Police District 4 as of 2000. The converse is true when analyzing
white-collar jobs in the study areas. The percentage of people employed in white-collar jobs is
between 12% and 37% less in NECD, Police District 1 and FSC as of 2000 compared to Police District
4. The majority of the employees in NECD, Police District 1, and FSC are employed by lower-skilled
jobs as compared to Police District 4. Police District 4 follows similar trends to that of Durham City
(excluding the study area) and Durham County (excluding the City). As of 2000, the employed
population in Durham City (less the study area) was approximately 25% blue-collar jobs and 75%
white-collar jobs (Table 3-5). Meanwhile, in Durham County (less the city) approximately 32% of the
population was employed by blue-collar jobs, and 68% percent were employed by white-collar jobs.
The percentage of people in white-collar jobs in Durham City (excluding the study areas) and Durham
County (excluding the city) far exceeds the percentage of people in white-collar jobs in NECD, Police
District 1 and FSC. The occupation analysis reveals that the educational attainment levels discussed
previously directly correlate with the type of jobs obtained and household income levels.
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Table 3-4
Occupation by Industry - 2000
By Percent Of Employed Persons

Study Areas Comparative Areas
Northeast |~ Durham City —Durham
Central Restof Police  Fayetteville Restof Police]f ~ Study Area|  (Less Study County (Less

Durham District 1 Street District 4 Totals| Area) Durham City) Wake County

EMPLOYED POPULATION 4,713 14,453 2,870 17,218 39,254 55,253 19,712 343,750
Blue-Collar Occupations 54.3% 37.1% 33.3% 31.9% 36.6% 25.3% 31.5% 33.5%
Accommodation and food services 14.9% 4.5% 10.4% 6.0% 6.8% 5.3% 3.6% 5.3%
Administrative and support and waste management services 10.5% 4.6% 5.0% 3.1% 4.7% 3.0% 3.1% 3.5%
Agriculture forestry fishing and hunting 0.7% 0.1% 0.2% 0.3% 0.3% 0.2% 0.5% 0.4%
Construction 13.0% 9.6% 5.5% 4.9% 7.6% 5.8% 8.3% 7.4%
Manufacturing 11.0% 12.6% 6.5% 14.0% 12.6% 8.6% 11.4% 12.6%
Mining 0.0% 0.1% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1%
Transportation and warehousing 3.7% 47% 3.3% 3.1% 3.8% 1.9% 3.6% 3.0%
Utilities 0.5% 1.0% 2.3% 0.5% 0.8% 0.3% 0.9% 1.1%
White-Collar Occupations 45.7% 62.9% 66.7% 68.1% 63.4% 74.7% 68.5% 66.5%
Arts entertainment and recreation 1.2% 0.6% 1.6% 0.8% 0.8% 1.7% 0.9% 1.6%
Educational services 6.1% 8.1% 16.2% 10.9% 9.7% 17.8% 11.3% 8.8%
Finance and insurance 1.6% 4.6% 3.1% 3.5% 3.7% 4.1% 4.1% 4.6%
Health care and social assistance 16.9% 17.7% 17.8% 16.6% 17.2% 18.5% 15.5% 8.6%
Information 1.0% 3.9% 2.7% 5.8% 4.3% 3.8% 4.0% 4.9%
Management of companies and enterprises 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other services (except public administration) 3.4% 5.4% 4.6% 3.6% 4.3% 4.2% 4.9% 4.3%
Professional scientific and technical services 1.5% 57% 3.9% 11.3% 7.5% 9.6% 8.9% 11.8%
Public administration 2.0% 4.5% 3.3% 4.8% 4.2% 3.8% 5.2% 57%
Real estate and rental and leasing 1.0% 1.3% 2.1% 1.4%)| 1.4% 1.9% 1.5% 2.1%
Retail trade 8.8% 8.9% 10.2% 7.8% 8.5% 7.8% 9.5% 10.8%
Wholesale trade 2.4% 2.0% 1.3% 1.6%| 1.8% 1.6% 2.6% 3.3%

Source: DemographicsNow and RKG, 2005

H. LABOR FORCE PARTICIPATION TRENDS

Labor force participation rates are another important indicator of labor force quality, as they
represent the percentage of people in the population over the age of 16 that are either: (1) currently
employed or (2) are unemployed but have actively sought employment over the previous four week
period. People who have given up their job search are said to have “dropped out” of the labor force
and are not counted as participants.

According to  Table 3-5
DemographicsNow, Police  Labor Force Participation Rates
District 4 had the greatest By Study Area

percentage  (72.6%)  of  Study Area 1990 2004 Change
persons in 2000 between the Northeast Central Durham 57.6% 59.4% 1.8%
ages of 16 and 64 that were Rest of Police District 1 70.9% 69.1% -1.9%
pa rﬁcipaﬁng in fhe |q bor Fctyeﬁeville STreeT 55.2% 57.4% 2.3%
force among all of the study Rest of Police District 4 74.6% 72.3% -2.3%
areas. The remaining study Study Area Total 67.8% 67.6% -0.1%
areas ranged from 69% in N
Police District 1 to a low of Durham City (Less Study Area) 70.1% 67.6% -2.5%
57% in ESC. Bet 1990 Durham County (Less City) 74.0% 70.5% -3.5%

o In - between Wake County 74.3% 73.8% -0.5%

and 2000, labor force
participation decreased in all
of the study areas except in
NECD where it increased by nearly 2 percentage points. In all other study areas, the percentage of
the population that participated in the labor force decreased by at least 2% over the same period.
This trend could indicate that a number of different things are occurring within the study areas. Lower
participation rates suggest there may be a growing gap between the skills, education, and
expectation levels of local workers and the jobs that are available for them. It may also signify that
local workers are becoming less qualified or capable of filling new jobs. This can occur in industries
where the skill and educational demands of new jobs exceed the skill and educational levels of local
workers.

Source: DemographicsNow and RKG, 2005
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In Durham City (less the study area) and Durham County (less the City) similar trends prevailed. Labor
force participation decreased by 2.5% and 3.5% respectively between 1990 and 2000. However,
despite the decrease in labor force participation, Durham City (less the study area) and Durham
County (less the city) had 68% and 71% labor force participation respectively as of 2000. Both the
City and the County revealed higher labor force participation rates compared to study areas, except
in Police District 4 and Police District 1, which indicated work force participation of 72% and 69%
respectively as of 2000. In NECD and FSC the labor force participation was approximately 10% less
compared to its suburban counter parts. Indicating that more people are seeking employment or
working in Police District 1 and 4, as well as the suburban region compared to the inner city
neighborhoods.

l. UNEMPLOYMENT RATE TRENDS

Police District 1 and Police  Table 3-6

Districc 4 had the lowest  Unemployment Rates

unemployment rates among By Study Area

the study areas in 2000, with  study Area 1990 Rate 2000 Rate Change

5.2% and 4.4% respectively.  'Northeast Central Durham 11.9% 15.0% 3.1%

Meanwhile, NECD and FSC Rest of Police District 1 3.8% 5.2% 1.3%

had much higher Fayetteville Street 10.8% 27.7% 16.9%

unemployment rates of 28% Rest of Police District 4 4.9% 4.4% -0.5%

and 15% respectively (Table Study Area Total 6.2% 8.2% 2.0%

3-6).  While there is more

current 2005 unemployment Durham City (Less Study Area) 3.3% 3.7% 0.4%

data available at the city Durham County (Less City) 2.3% 2.6% 0.3%
Wake County 3.4% 3.9% 0.5%

and county level, the data

Source: Demographicsnow.com
are not reported for orap

subareas below the city level.
As such, unemployment data for 1990 and 2000 from DemographicsNow was used for this analysis.

Between 1990 and 2000, the unemployment rate increased in all of the study areas except Police
District 4. In FSC, the unemployment rate increased by nearly 17%, the highest among all of the study
areas. The other study areas indicated less drastic changes in unemployment, ranging from 3.1%
increases to 1.3% increases.

As of 2000, the unemployment rate was 3.7% In Durham City (less the study areas) and 2.6% in
Durham County (less the city). In both the City and the County, unemployment remained relatively flat
between 1990 and 2000, increasing less than one half percent in all of the areas. All of the study
areas revealed higher unemployment rates compared to its suburban counterparts. Indicating that
higher levels of unemployment are apparent in the inner cities.
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4 COMMERCIAL REAL ESTATE MARKET ANALYSIS

A INTRODUCTION

Chapter 4 details the real estate market forces that are shaping the City of Durham’s development
environment and how they relate to the marketability of the Old Five Points, Northeast Central Durham
(NECD) and Fayetteville Street Corridor (FSC) neighborhoods as placed to do business. The real
estate market analysis reflects the most current market conditions and analyzes development, leasing,
sales, and absorption trends that have occurred over the past 10 years. In addition, RKG Associates
conducted a number of interviews with local development and real estate professionals in order to
understand the nuances of the Durham market and to gain an ‘in the field’ perspective on investment
decisions being made in and around the study neighborhoods. The analysis focused on the office,
industrial and retail markets separately.

Individuals, whether acting independently or as a representative of a larger group, make real estate
investment decisions based on their perceived valuation of risk and reward. This is particularly true for
investments in commercial ventures, where profitability is the most important factor in determining the
‘reward’ of the project. As such, the purpose of this analysis is to identify future opportunities for
growth and development within the neighborhoods based on the market strength of the area, with a
specific emphasis on non-residential markets. To this end, this effort will guide the recommendations
made in the implementation strategy on the focus and timing of economic development projects within
each neighborhood.

B. METHODOLOGY

RKG Associates used a “top-down” approach to the real estate market analysis. The consultant first
analyzed the commercial market conditions in the greater Raleigh-Durham region to better understand
the market forces influencing local investment decisions. To do this, the consultant primarily relied on
market data collected and provided by local brokerage companies such as CB Richard Ellis
Corporation. This data, coupled with information provided by other local real estate professionals,
provides a framework for better understanding the local market influencing the OId Five
Points/NECD/FSC area of Durham.

RKG then performed a more detailed analysis of the commercial real estate market within the City of
Durham and the neighborhood study areas. This comparative analysis examined the three
neighborhoods and the role they play in Durham’s economic base. More specifically, the consultant
was able to identify the deficiencies in the market where the local population is being underserved as
well as market niches that have developed a critical mass in the area. To accomplish this, RKG
obtained a Geographic Information System (GIS) parcel boundary layer and real property tax
records database from the Durham Geographic Information Systems office and the Durham County
Tax Administration office.

The real property assessment records were linked to the GIS parcel layer, with the commercial land
records being parsed into the City as a whole and the three neighborhood districts (Map 4-1). The
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boundaries were reviewed and approved by the City’'s Office of Economic and Employment
Development staff and the steering committee. From the electronic inventory of more than 7,600 non-
residential and vacant parcel records in the City, the consultants were able to categorize the different
properties by land use, as designated by the assessment database.

In order to conduct the growth trend analysis, the open space and employment-generating parcels
were further separated into more detailed land use categories (Table 4-1). The land use categories
were obtained from the assessment database land use classification. Once sorted by land use
category, the parcel records were then sorted by the “Year Structure Built” field in order to determine
the pace and intensity of new development activity in the City as well as the neighborhoods.

The consultant also contracted with a North Carolina Central University (NCCU) graduate student to
perform a “windshield” survey of the three neighborhood study areas. This analysis was built using
collected data from the North Carolina Central University Economic Development Initiative’s Community
Development Data Source (CDDS). The CDDS provided key base information for this analysis that was
built upon to meet the needs of this analysis. The modified CDDS data allowed several benefits to
RKG. First, it gave the consultants a “street-level” analysis of market conditions in Old Five Points,
Northeast Central Durham and the Fayetteville Street Corridor. Second, this level of detail allowed
the consultant to verify the data within the City/County government’s assessment database. Finally,
this analysis also provided the consultants with information on the condition of existing commercial
structures and documented current business mix and vacancy levels within the three neighborhoods.

It is important to note that the neighborhood data were consolidated for certain portions of this
analysis. In these instances, such as the property sales analysis, there was not sufficient activity/data in
the neighborhoods individually to have a statistically significant analysis. Instead, the consultant had to
combine the data for each neighborhood to provide a better basis for comparison with the City as a
whole.

It must also be mentioned that the databases provided by Durham GIS and the County Assessor’s
Office have some limitations in terms of accuracy and completeness. Where parcel records had
incomplete data fields, RKG attempted to calculate or estimate the appropriate value (if possible)
based on the average values of similar properties. In the case where a parcel is located within one of
the three neighborhoods, RKG also relied on the “windshield” analysis data to estimate missing data.
Consequently, the data presented in this chapter do not reflect exact “in the field” conditions, but is
considered quite accurate and suitable for the purpose of identifying general land use trends and
growth patterns at the neighborhood level.

Table 4-1

City/County Commercial Real Estate Land Use Categories
COMMERCIAL OFFICE INDUSTRIAL OPEN SPACE
Automotive Uses Health Services Warehouse/Storage Vacant — General
Gas Stations Other Health Care Manufacturing Vacant — Commercial
Eating/Drinking Places Banks/Financial Other Industrial Vacant — Industrial
Hotel/Motel General Office Vacant — Public
General Retail Office Condos
Other Retall

Parking Lots
Personal Services
Mixed-Use Commercial

Source: Durham County Property Assessment Database and RKG Associates, 2005
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C. REGIONAL MARKET CONDITIONS

Real estate investment decisions are not made in a vacuum. Investors need to consider the greater
market trends when making a decision to act on a particular site. They must consider factors such as
the strength of the overall market, competitive properties and location when deciding on whether to
pursue a project. To this end, it is important to understand the regional commercial market when
determining the market strength of the OIld Five Points, Northeast Central Durham and Fayetteville
Street Corridor neighborhoods. This section presents the findings of this effort. As mentioned, much of
the information presented here was assembled and reported by CB Richard Ellis, a local real estate
brokerage firm.

1. Office Market

The Raleigh-Durham office market is currently in a recovery phase. The region was adversely
impacted by the economic downturn of 2000 and 2001. This is particularly true for the high-tech and
research & development markets, which are heavily concentrated in Research Triangle Park (RTP) and
along the I-40 corridor. The region experienced a sharp increase in vacancy between 2000 and
2003, which adversely impacted building

absorption and new construction starts. The  Figure 4-1

average rent level has remained flat since 2000, Raleigh/Durham Market
indicating that demand has not paced supply. Vacancy Rate for Office Space
However, the market has begun to strengthen, with 1999-2004

20.0%

two straight years (2003 and 2004) of positive
absorption and increase in total square footage
under construction. 160%7

A Vacancy - The region’s office vacancy 12.0%
rate was below 7% prior to the economic
downturn in 2000. Since then, the 8.0% -

regional rate jumped to nearly 17.8% by
2003. Figure 4-1 shows that vacancy 40%
declined slightly in 2004 to 16.1%.
Despite  this, anecdotal information 0.0% : : : : :
indicates that there is still 5% to 15% of 1999 2000 2001 2002 2003 2004
the occupied space available for
sublease. Sublet space is space currently Source: CB Richard Ellis & RKG Associates, 2005
being paid for, but not occupied by the  Figure 4-2

original tenant. This situation could make Raleigh/Durham Market

the recovery time longer than anticipated Office Space Construction Activity

as this space will become “vacant” as 2000 1999-2004

existing leases expire. ‘

A New Construction — The Raleigh/Durham 2400 1

region averaged nearly 2.5 million square
feet of new office construction per year
prior to the economic downturn in 2001
(Figure 4-2). Since 2001, the annual
average of new space delivered has
dropped below 1 million SF.  This is
consistent with the vacancy trends, as
developers tend to stop building new 0
supply when there are large inventories of 1999 2000 2001 2002 2003 2004

1,800 7

1,200

600 T

New Construction (in 000s of SF)

Source: CB Richard Ellis & RKG Associates, 2005
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vacant space available. However, new construction starts have increased each year since
2002, with more than 1.6 million SF of space under construction in 2004. The region already
has nearly 950,000 SF of office space under construction in the first-quarter of 2005.

A Net Absorption — Not surprisingly, net Figure 4-3

absorption declined substantially after X

2001. The region had an average net R@'ﬁ:gﬁg{p E?fnr?faor';m’\:'?g;it
absorption of almost 2.5 million SF 1999-2004
annually in 2000 and 2001 (Figure 4-3).
In contrast, the region experienced a
negative net absorption of more than 2003
800,000 SF in 2002. Negative
absorption indicates that the amount of 2002
occupied space declined in the Durham
market. Net absorption has increased
each year since, but not at the levels prior
to the economic downturn.

2004

2001

2000

1999

A Submarkets — Of the local submarkets

YR - H (1,000) 0 1,000 2,000 3,000
within Durham, the RTP/I-40 corridor Net Absorption (in 000s of SF)

remains the hardest hit, with a first-
quarter vacancy rate (20.9%) well above Source: CB Richard Ellis & RKG Associates, 2005
the regional average (Table 4-2). In

comparison, Central Durham, which includes downtown, has maintained a vacancy rate slightly
better than the region. This is primarily due to the success of the American Tobacco projects,
which are near full occupancy.

Table 4-2
Raleigh/Durham Office Market
Submarket Performance, First Quarter, 2005

Net Absorption Under Average Asking
Submarket Rentable Area Vacancy Rate % 1st Qtr. 2005 Construction SF Lease Rate PSF
West Raleigh 4,613,565 17.3% (121,992) 103,500 $19.73
Six Forks Road 2,352,999 12.5% 45,949 11,000 $18.49
US 1/Capital Blvd. 2,006,140 20.1% 3,491 18,000 $18.43
Cameron Village 585,383 4.4% 13,971 59,198 $15.64
Southern Wake County 275,886 22.4% 10,293 0 $14.88
US 70/Glenwood Avenue 2,271,551 12.3% 25,657 265,486 $19.13
Falls of the Neuse Rd. 2,720,877 11.5% 4,150 14,750 $18.49
Downtown Raleigh 3,601,935 9.4% 38,819 40,000 $17.79
Eastern Wake County 337,516 16.8% (4,587) 14,400 $18.43
Cary 4,543,885 16.9% 100,728 74,000 $18.28
RTP/1-40 Corridor 8,940,117 20.6% 140,562 0 $17.65
NorthDurham 172,755 11.0% (2,350) 0 $17.03
Orange County 1,100,639 11.1% (8,134) 55,000 $20.13
Central Durham 2,054,508 14.6% 12,249 0 $16.68
South Durham 1,528,507 19.6% (14,778) 290,000 $18.19
Market Total 37,106,263 15.8% 244,028 945,334 $18.29
Source: CBRE and RKG Asscociates, 2005

2. Industrial/Flex Space Markets

Similar to the office market, the region’s industrial and flex space market was adversely impacted by
the economic downturn in 2000-2001. “Flex” space is a term for industrial-type buildings that have a
higher amount of finished office space than a traditional industrial building that can be used for
research and development, back-office, business and engineering services and the like. The vacancy
rates for industrial and flex space more than doubled between 2001 and 2004, causing a sustained
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period of negative absorption in the region. The region was hit particularly hard in logistics and
warehousing, since several of the larger high-tech manufacturers maintained regional distribution
centers in Raleigh/Durham. These companies either consolidated their operations or left the region
altogether after 2001. As a result, a large amount of vacant industrial and warehouse space was
placed on the market.

A Vacancy - The industrial market Figure 4-4
experienced a steep increase in vacancy )
between 1999 and 2003, going from DU Nanet

11.4% to 27.2% during this time period 1099-2004

(Figure 4-4). In total, more than 5 million 30.0%

of the 20 million square feet of industrial

space was available for lease in 2003.

First-quarter 2005 numbers indicate that 20.0%

vacancy has increased to 27.3%, with

nearly 5.6 million SF of space available.

The situation is similar for flex space,

where vacancy has increased 260% from

1999 to 2003, with vacancy reaching

21.7%.  First-quarter 2005 estimates

show a 19.3% vacancy rate, or more than | ™ o0 o0 201 20 | 2008 2008

2.7 million SF available. ‘ —8— Industrial —e—Flex Space ‘

10.0%

A Net Absorption _ Consequently, Source: CB Richard Ellis & RKG Associates, 2005
absorption of industrial space has been  Figyre 4-5
well below pre-2001 levels. Industrial

space was hit particularly hard, having Raleigh/Durham Market
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2001 and 2004. The region experienced
a cumulative negative net absorption of
nearly 1.8 million square feet during this 2003
time period (Figure 4-5). First-quarter
estimates for 2005 indicate an additional
50,000 SF of negative absorption. Flex 2001
space has performed better, with a
positive net absorption of 315,000 SF of | *®
space between 2001 and 2004. 1999
However, this level of positive net
absorption is well below prior years.
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A Submarkets — The Durham area has been
particularly impacted by the increase in Source: CB Richard Ellis & RKG Associates, 2005
vacancy. Table 4-3 shows that Central
Durham (39.4% vacant) and the RTP/1-40 Corridor (30.6% vacant) have industrial vacancies
above the regional average for the first-quarter of 2005. In addition, both areas
experienced negative net absorption during this time period. In terms of flex space, the
RTP/I-40 Corridor also has higher vacancy than the regional average for the first-quarter.
There is no flex space in Central Durham.
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Table 4-3
Raleigh/Durham Industrial/Flex Market
Submarket Performance, First Quarter, 2005

Industrial Flex

Net Absorption Net Absorption
Submarket Rentable Area Vacancy Rate % 1st Qtr. 2005 Rentable Area Vacancy Rate % 1st Qtr. 2005
West Raleigh 57,494 0.0% 13,494 542,545 6.5% 2,055
Six Forks Road 110,000 0.0% 0 0 0.0% 0
US 1/Capital Blvd. 3,787,131 21.8% 42,830 3,554,143 9.8% 3,096
Cameron Village 0 0.0% 0 0 0.0% 0
Southern Wake County 440,000 49.3% 0 402,579 12.5% (5,275)
US 70/Glenwood Avenue 565,450 9.7% 3,000 455,879 15.5% 6,530
Falls of the Neuse Rd. 754,651 42.4% 10,000 363,034 16.4% 10,474
Downtown Raleigh 191,090 23.9% 0 69,050 60.8% 16,600
Eastern Wake County 2,982,006 26.0% 27,640 943,838 15.4% 21,509
Cary 15,673 0.0% 0 735,382 13.9% 11,435
RTP/1-40 Corridor 8,886,645 30.6% (131,543) 6,220,461 25.5% 141,515
NorthDurham 283,800 4.2% 0 420,650 65.7% 0
Orange County 506,500 9.9% 0 312,000 5.1% 0
Central Durham 624,639 39.4% (15,000) 0 0.0% 0
South Durham 1,293,856 25.5% 0 138,944 3.3% 0
Market Total 20,498,935 27.3% (49,579 14,158,505 19.3% 207,939
Source: CBRE and RKG Asscociates, 2005
3. Implications

The data indicate that the potential for office and industrial development in the neighborhoods will not
be very strong in the short-term. Real estate professionals interviewed indicated that the office market
recovery may take a few years to return to pre-2001 strength. No one had an estimate on when the
industrial/flex space market would recover. Furthermore, it was shared with RKG that the Brier Creek
and [-540 corridor submarkets in Raleigh are quickly becoming the premier office locations in the
region, indicating that new development would likely locate there rather than the Old Five
Points/Northeast Central Durham/Fayetteville Street Corridor neighborhoods.

D. CURRENT COMMERCIAL DEVELOPMENT PROFILES

This section details the commercial land use characteristics of the City of Durham and the three study
neighborhoods as they presently exist. It is necessary to better understand the makeup of these areas
within the context of the regional market before analyzing development trends, making growth
projections and predicting future absorption rates for the study area. The neighborhoods and the City
as a whole are examined in terms of their land use pattern, assessed value per square foot and
development density.

1. City of Durham

A Commercial Land Use Focus — According to data provided by the Durham County Tax
Administration, there are approximately 7,600 non-residential and vacant properties that
could be developed for commercial use in the City of Durham.l Of this total, 2,700 are
private-sector, employment-generating properties (Table 4-4). Retail and service uses account
for nearly half of these properties, with 36.0% being office and 12.2% having an industrial
focus. Office condominiums account for the largest individual share of these properties, at
18.4%, followed by non-classified retail properties (13.4%) and general retail properties
(12.8%).

1 Vacant parcels dedicated to residential use and/or located in residential zones were removed from this analysis.
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However, office and industrial properties account for a larger share of the market in terms of
total building square footage despite having a smaller number of land parcels. Office space
accounts for 15.6 million of the 47.4 million square feet (32.0%) of the employment-
generating building space in the City while industrial uses constitute 13.3 million SF (28.1%).
Retail/service uses account for 18.3 million SF (38.7%) of the City total. General office space
accounts for the largest share at nearly 11.5 million SF, or 24.2% of all employment-
generating building space, followed by warehouse/storage space at 8.5 million SF (18.0%)
and general retail properties at 7.3 million SF (15.4%). This finding is not surprising, as office

and industrial buildings tend to be larger in size than the average retail establishment.

Table 4-4
Commercial Development Profile
City of Durham

Building Land
Land Use Parcels Acreage  Building SF| Land AV Building AV Total AV AV/SF AV/Acre FAR
Automotive Services 177 287.42 875,512 $47,061,421 $41,239,828 $88,301,249 $47.10 $163,738 0.07
Gas Stations 111 87.19 242,706 $22,531,855 $16,268,374 $38,800,229 $67.03 $258,428 0.06
Eating/Drinking Places 184 161.06 684,056 $49,391,650 $40,653,015 $90,044,665 $59.43  $306,668 0.10
Hotel/Motel 50 226.02 2,719,184 $44,158,192 $205,799,675 $249,957,867 $75.68  $195374 0.28
General Retail 442 119535 7,278,902 $234,290,677 $432,976,672 $667,267,349 $59.48  $196,001 0.14
Other Retail 464 41349 2,352,018 $47,612,202 $112,933,660 $160,545,862 $48.02  $115,146 0.13
Parking Lots 82 4036 1,551,462 $10,105,361 $39,580,209 $49,685,570 $2551  $250,405 0.88
Personal Services 44 55.64 268,157 $4,878,954 $10,334,012 $15,212,966 $38.54 $87,688 0.11
Mixed Use Commercial 158 34741 2,362,555 $34,794,429 $104,312,819 $139,107,248 $44.15  $100,155 0.16
Health Services 123 294.60 1,307,167 $18,052,168 $83,656,813 $101,708,981 $64.00 $61,277 0.10
Other Health Care 69 255.15 1,326,137 $37,915,653 $145,262,409 $183,178,062 $109.54 $148,601 0.12
Warehouse/Storage 300 114079  8521,717 $77,271,326 $259,916,852 $337,188,178 $30.50 $67,735 017
Manufacturing 54 811.84 2,918,087 $34,317,943 $144,191,136 $178,509,079 $49.41 $42,272 0.08
Other Industrial 68 505.79 1,851,069 $27,995,026 $119,888,701 $147,883,727 $64.77 $55,349 0.08
Banks/Financial 48 51.27 212,139 $13,696,020 $28,472,715 $42,168,735 $13422  $267,125 0.09
General Office 367 1,093.15 11,446,894 $132,838,413 $921,813,204 $1,054,651,617 $80.53  $121,519 0.24
Office Condos 635 N/A 874,288 N/A $106,279,820 $106,279,820 $121.56 N/A N/A
Recreation Facilities 55 628.77 582,631 $14,887,898 $42,590,999 $57,478,897 $73.10 $23,678 0.02
Recreation Fields 20 127.13 N/A] $4,249,656 $0 $4,249,656 N/A $33,429 0.00
Vacant Land - General 1,607 6,402.47 N/A $85,330,436 $18,894 $85,349,330 N/A $13,328 0.00
Vacant Land - Commercial 895 2,322.83 N/A] $200,507,081 $191,594 $200,698,675 N/A $86,320 0.00
Vacant Land - Industrial 102 1,001.55 N/A $45,191,294 $1,529 $45,192,823 N/A $45,121 0.00
Vacant Land - Public 1,568 6,272.20 N/A|  $112,310,490 $103,691 $112,414,181 N/A $17,906 0.00
TOTAL 7,623 2372149 47,374,681 | $1,299,388,145 $2,856,486,621 $4,155,874,766 $60.30 $54,777 0.05
Automotive Services 2.3% 1.2% 1.8% 3.6% 1.4% 2.1% -
Gas Stations 1.5% 0.4% 0.5% 1.7% 0.6% 0.9% -
Eating/Drinking Places 2.4% 0.7% 1.4% 3.8% 1.4% 2.2% -
Hotel/Motel 0.7% 1.0% 5.7% 3.4% 7.2% 6.0% -
General Retail 5.8% 5.0% 15.4% 18.0% 15.2% 16.1% -
Other Retail 6.1% 1.7% 5.0% 3.7% 4.0% 3.9% -
Parking Lots 1.1% 0.2% 3.3% 0.8% 1.4% 1.2% -
Personal Services 0.6% 0.2% 0.6% 0.4% 0.4% 0.4% -
Mixed Use Commercial 2.1% 1.5% 5.0% 2.7% 3.7% 3.3%
Health Services 1.6% 1.2% 2.8% 1.4% 2.9% 2.4% -
Other Health Care 0.9% 1.1% 2.8% 2.9% 5.1% 4.4% -
Warehouse/Storage 3.9% 4.8% 18.0% 5.9% 9.1% 8.1% -
Manufacturing 0.7% 3.4% 6.2% 2.6% 5.0% 4.3%
Other Industrial 0.9% 2.1% 3.9% 2.2% 4.2% 3.6%
Banks/Financial 0.6% 0.2% 0.4% 1.1% 1.0% 1.0%
General Office 4.8% 4.6% 24.2% 10.2% 32.3% 25.4% -
Office Condos 8.3% N/A 1.8% N/A 3.7% 2.6%
Recreation Facilities 0.7% 2.7% 1.2% 11% 1.5% 1.4% -
Recreation Fields 0.3% 0.5% N/A 0.3% 0.0% 0.1%
Vacant Land - General 21.1% 27.0% N/A 6.6% 0.0% 2.1% -
Vacant Land - Commercial 11.7% 9.8% N/A 15.4% 0.0% 4.8%
Vacant Land - Industrial 1.3% 4.2% N/A 3.5% 0.0% 1.1% -
Vacant Land - Public 20.6% 26.4% N/A 8.6% 0.0% 2.7%
TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% -

SOURCE: Durham CountyTax Administration and RKG Associates, 2005

In terms of the vacant parcels, less than 1,000 of the nearly 4,200 properties are specifically
designated for employment-generating uses. These properties account for 3,300 acres of the
nearly 16,000 acres of vacant land in the City. Unclassified vacant parcels constitute 1,600
of the 4,200 vacant parcels included in this analysis, totaling an additional 6,400 acres. The
remaining parcels and acreage are owned by tax-exempt entities2.

2 This could include the local, state or Federal governments, religious organizations or non-profit agencies.
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A Commercial Valuation — In 2004, employment-generating properties had a total assessed
value of roughly $3.7 billion. Retail/service (40.4%) and office (40.1%) uses account for most
of this value, with general office uses accounting for the largest share at $1.05 billion (28.4%)
in total assessed value. This is not surprising, with the large supply of class “A” office space in
Research Triangle Park. General retail properties, which include all the shopping malls,
account for $667.3 million of the total employment-generating property assessment.

In terms of value per square foot, office uses tend to be on the higher end. Banks/financial
institutions have the highest average assessment per building square foot at $134.22/SF,
followed by office condominiums ($121.56/SF) non-classified health care facilities
($109.54/SF) and general office uses ($80.53/SF). This finding is not surprising as financial,
health and office uses tend to uses more expensive building materials, particularly for interior
finishes, than other uses. Hotel/motel properties have the highest valuation per square foot of
all retail/service uses at $75.68/SF. Gas stations ($67.03/SF) are the only other
retail/service use to have a per square foot value above the citywide average of $60.30/SF.

The vacant properties have a total assessed value of $443.7 million and an average assessed
value/acre of $27,730. Land dedicated to commercial and industrial use has the
highest/acre values at $86,320 and $45,121, respectively. In comparison, the non-classified
and public vacant land is valued at $13,328 and 17,906/acre, respectively. This finding is
not surprising, as land with zoning that allows more intense development has more value than
land dedicated to agricultural or public use.

A Commercial Development Density — Development densities are typically compared using
floor-area-ratios or FARs. Floor-area-ratios are an indicator of the density of development on
a given parcel or area. A FAR is determined by calculating the gross building square footage
as a percentage of total land square footage. For example, an 8,000 SF building located on
a 10,000 SF lot would have a FAR of .80, or in other terms, the total building square footage
equals 80% of the total land area.

Employment-generating uses in the City of Durham had an average floor-area-ratio of 0.14
in 2004, or the equivalent of 6,100 SF of building on an acre of land. Development densities
vary amongst different land uses, with hotels/motels (0.28 FAR) and general office (0.24 FAR)
having the highest development densities for occupiable space. Parking garages have the
highest FAR in the City at 0.88 FAR. However, this building area is dedicated to parking lots
rather than providing space for businesses. In comparison, gas stations (0.06 FAR) and
automotive uses (0.07 FAR) have he lowest FARs in the City. Manufacturing and non-classifies
industrial uses also have low FARs, at 0.08 FAR.

2. Neighborhood Study Areas

A Commercial Land Use Focus — The OId Five Points/Northeast Central Durham/Fayetteville
Street Corridor neighborhoods constitute a very small part of the City’s commercial presence.
As of the start of 2005, there were 517 employment-generating and vacant parcels within the
three neighborhood areas (Table 4-5), or roughly 6.8% of all similar properties in the City.
The neighborhood parcels are split between employment-generating uses and vacant parcels.
The 257 employment-generating properties account for less than 10% of the City total.

Compared to the City as a whole, the neighborhood study area has very strong industrial
presences and a comparatively small office presence. Of the developed properties, nearly
65% are dedicated to retail/service uses, followed by industrial uses (24.5%). Office uses
account for only 9.3% of the total, well below the 36.0% citywide. This is primarily due to the
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fact that the neighborhood study area does not have any office condominium developments,
which makeover one-half of the City’s office properties. Non-classified retail uses (22.6%)
account for the largest share of properties, followed by general retail uses (18.3%) and

warehouse/storage space (17.5%).

Table 4-5

Commercial Development Profile
Old Five Points, Northeast Central Durham and Fayetteville Street Corridor Neighborhoods

Building Land

Land Use Parcels Acreage  Building SF| Land AV Building AV Total AV AV/SF AV/Acre FAR
Automotive Services 13 12.17 41,949 $875,489 $805,911 $1,681,400 $19.21 $71,938 0.08
Gas Stations 10 3.99 14,945 $453,611 $862,368 $1,315,979 $57.70 $113,687 0.09
Eating/Drinking Places 11 270 17,717 $319,062 $650,996 $970,058 $36.74  $118,171 0.15
Hotel/Motel 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
General Retail 47 26.94 197,116 $4,799,570 $8,808,926 $13,608,496 $4469  $178,158 017
Other Retail 58 3154 175,797 $1,120,609 $7,576,017 $8,696,626 $43.10 $35,530 0.13
Parking Lots 4 0.63 0 $54,709 $10,037 $64,746 N/A $86,840 0.00
Personal Services 5 2.00 31,337 $74,932 $734,617 $809,549 $23.44 $37,466 0.36
Mixed Use Commercial 18 10.75 135,386 $867,689 $3,019,642 $3,887,331 $22.30 $80,715 0.29
Health Services 9 4.34 35,334 $257,110 $1,614,138 $1,871,248 $45.68 $59,242 0.19
Other Health Care 4 2.33 61,118 $302,693 $3,601,887 $3,904,580 $58.93  $129,911 0.60
Warehouse/Storage 45 52.65 452,704 $1,495,866 $6,665,879 $8,161,745 $14.72 $28,412 0.20
Manufacturing 6 12.78 155,033 $469,092 $1,310,637 $1,779,729 $8.45 $36,705 0.28
Other Industrial 12 30.70 161,027 $489,591 $6,326,805 $6,816,396 $39.29 $15,948 0.12
Banks/Financial 2 191 1,648 $482,210 $84,592 $566,802 $51.33  $252,466 0.02
General Office 9 5.01 26,547 $670,298 $852,377 $1,522,675 $32.11  $133,792 012
Office Condos 0 N/A 0 N/A $0 $0 N/A N/A] N/A
Recreation Facilities 4 13.99 41,381 $535,980 $2,620,925 $3,156,905 $63.34 $38,312 0.07
Recreation Fields 0 0.00 N/A $0 $0 $0 N/A $0 0.00
Vacant Land - General 39 28.64 N/A $2,110,630 $0 $2,110,630 N/A $73,695 0.00
Vacant Land - Commercial 57 19.24 N/A $1,650,852 $7,215 $1,658,067 N/A $85,803 0.00
Vacant Land - Industrial 3 247 N/A $45,081 $0 $45,081 N/A $18,251 0.00
Vacant Land - Public 161 105.33 N/A $3,254,497 $2,802 $3,257,299 N/A $30,898 0.00
TOTAL 517 370.11 1,549,039 $20,329,571 $45,5655,771 $65,885,342 $29.41 $54,928 0.10
Automotive Services 2.5% 3.3% 2.7% 4.3% 1.8% 2.6%

Gas Stations 1.9% 1.1% 1.0% 2.2% 1.9% 2.0%

Eating/Drinking Places 21% 0.7% 1.1% 1.6% 1.4% 1.5%

Hotel/Motel 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

General Retail 9.1% 7.3% 12.7% 23.6% 19.3% 20.7%

Other Retail 11.2% 8.5% 11.3% 5.5% 16.6% 13.2%

Parking Lots 0.8% 0.2% 0.0% 0.3% 0.0% 0.1%

Personal Services 1.0% 0.5% 2.0% 0.4% 1.6% 1.2%

Mixed Use Commercial 3.5% 2.9% 8.7% 4.3% 6.6% 5.9%

Health Services 1.7% 1.2% 2.3% 1.3% 3.5% 2.8%

Other Health Care 0.8% 0.6% 3.9% 1.5% 7.9% 5.9%

Warehouse/Storage 8.7% 14.2% 29.2% 7.4% 14.6% 12.4%

Manufacturing 1.2% 3.5% 10.0% 2.3% 2.9% 2.7%

Other Industrial 2.3% 8.3% 10.4% 2.4% 13.9% 10.3%

Banks/Financial 0.4% 0.5% 0.1% 2.4% 0.2% 0.9%

General Office 1.7% 1.4% 1.7% 3.3% 1.9% 2.3%

Office Condos 0.0% N/A 0.0% N/A 0.0% 0.0%

Recreation Facilities 0.8% 3.8% 2.7% 2.6% 5.8% 4.8%

Recreation Fields 0.0% 0.0% N/A 0.0% 0.0% 0.0%

Vacant Land - General 7.5% 7.7% N/A 10.4% 0.0% 3.2%

Vacant Land - Commercial 11.0% 5.2% N/A 8.1% 0.0% 2.5%

Vacant Land - Industrial 0.6% 0.7% N/A] 0.2% 0.0% 0.1%

Vacant Land - Public 31.1% 28.5% N/A 16.0% 0.0% 4.9%

TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

SOURCE: Durham CountyTax Administration and RKG Associates, 2005

The neighborhood study area also constitutes a very small share of the City’s employment-
generating uses in terms of building square footage. In total, the neighborhood study area’s
1.55 million SF of commercial building space accounts for only 3.3% of all employment-
generating building square footage in the City. As mentioned, the greatest disparity between
the neighborhood areas and the rest of the City is in office uses. The neighborhood area
(124,647 SF) totals less than 1.0% of the City value. In contrast, industrial uses in the
neighborhood (768,765 SF) account for nearly 6.0% of the City total.

In fact, industrial uses account for the largest share of employment-generating space in the
neighborhood, at nearly 50%. Retail/service uses account for 39.7%. Of the industrial uses,
warehouse/storage space has the highest concentration in the neighborhood study area with
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452,704 SF, or 29.2%. Non-classified retail (14.7%) and general retail uses (12.6%) account
for a significant, but smaller, share of the building space.

A Commercial Valuation — Employment-generating uses in the neighborhood study area had a
total assessed value of $58.8 million, or roughly 1.6% of the citywide total, indicating that the
average value of properties in the neighborhood study area have a lower value than the
remainder of the City. This is due to the higher concentration of lower-value industrial uses,
particularly the warehouse/storage uses.

Industrial uses only account for 28.5%, or $16.8 million, of the employment-generating uses
assessed value within the neighborhood study area despite accounting for 49.6% of all
building square footage and 44.8% of land consumed. In comparison, the small amount of
office space in the three neighborhoods accounts for 13.4% of the total assessment for the
study area. Retail and service space constitutes nearly 53%, or $31.0 million, of the total
assessment. Not surprisingly, general retail space ($13.6 million), non-classified retail space
($8.7 million) and warehouse/storage space ($8.2 million) have the highest total assessed
value.

Building values in the neighborhood study area are substantially lower than in the rest of the
City (Figure 4-6). The average per square foot building value for the neighborhood study
area ($29.41/SF) is less than one-half of the citywide average of $60.30/SF. In fact, only
the recreation facility land use has a building value over $60.00/SF. In contrast, five of the
land uses within the neighborhood study area have per square foot building values below
$25.00/SF, where there are no categories for the City as a whole having an average value
below $25.00/SF. Manufacturing uses have the lowest assessment on a per square foot basis
at $8.45/SF.

In contrast to the developed property disparities between the neighborhood study area and
the rest of the City, land in the neighborhood study area is price competitive with the rest of
the City. The overall assessed value/acre is slightly higher in the neighborhood study area
($54,928/acre) than the citywide average ($54,777/acre). The average/acre assessment
for vacant land in the study area ($45,420/acre) is well above the citywide average of
$27,300/acre. This is attributable to the difference in non-classified vacant land, where the
study area has substantially fewer agriculture lots. However, the study area is still competitive
with the City, in terms of valuation, with this use category removed.
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Figure 4-6
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A Commercial Development Density — The neighborhood study area has a comparatively
higher development density than the rest of the City. Employment-generating properties have
a development density of nearly 0.17 FAR. Almost all land uses have higher FARs than the
citywide average. This is particularly true for the non-classified health care land use, which
has a development density of 0.60 FAR in the study area, as compared to 0.12 FAR citywide.
This finding is consistent with traditional growth patterns, where neighborhoods closest to the

urban core have higher development densities than more suburban areas.

This is also

influenced by the fact that lot sizes are typically smaller in the study area than other areas of
the City. Five of the land uses have FARs over 0.20 FAR in the study area, as compared to
only two citywide (excluding parking decks).

3. Implications

The data indicate that the three-neighborhood study area is a very small part of the non-residential
market within Durham. Old Five Points, Northeast Central Durham and the Fayetteville Street Corridor
account for less than 4% of all commercial building space and less than 1% of all vacant land that can
be easily developed for commercial use. This finding is consistent with the demographic analysis,
where the three neighborhoods account for a very small percentage of Durham’s population and have
relatively low income levels. These two factors diminish the ability to attract commercial development
in to the study area, particularly retail/service businesses that are dependent on consumer buying
power. Furthermore, the study area has very few large parcels of land and very little developable
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acreage, which also adversely impact the ability to attract more employment-generating
development.

However, the data does indicate that the study area is competitive in certain areas. Most notably, the
study area has a higher concentration of industrial users compared to the rest of the City. This is
particularly true for industrial users that require relatively smaller space (less than 15,000 SF) as most
of the industrial space is on the small scale. Furthermore, the neighborhood study area also has some
clustered uses as well. As seen in the retail demand analysis chapter, there are a concentration of hair
care professionals and automotive services. These uses can provide opportunities to attract additional
businesses within those industries as well suppliers and end users who would benefit from being closer
to that critical mass of businesses.

E. RECENT COMMERCIAL DEVELOPMENT TRENDS

This section analyzes recent development trends in the City of Durham and the neighborhood study
area between 1996 and 2005. The development trends are expressed in terms of new building
square feet and acres developed, broken out by the Tax Administration’s generalized land use
categories. This analysis will detail the recent commercial market activity in the neighborhood study
area, and how that compares to the rest of the City.

1. City of Durham

A Commercial Land Use Focus — The City of Durham experienced strong growth in
employment-generating uses over the past ten years. Almost 15.2 million SF of new
employment-generating building space was added (Table 4-6), for a net increase of 47.1%
from the pre-1996 total. Retail/service and office uses constituted more than 80% of the new
growth, with retail/service uses totaling 6.2 million SF and office uses totaling nearly 6.0
million SF. Industrial uses account for the remaining 2.9 million SF. A majority of this
development is concentrated in a few areas of the City (Map 4-2). Most notably, the South
Square mall, the Streets at Southpoint Shopping Mall and the Apex Highway (NC-55) area
have seen substantial employment-generating business growth.
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Table 4-6
Commercial Development Trends, 1996-2005
City of Durham

Building Land

Land Use Parcels Acreage  Building SF| Land AV Building AV Total AV AV/SF AV/Acre FAR
Automotive Services 27 78.24 217,027 $17,371,520 $14,572,724 $31,944,244 $67.15 $222,017 0.06
Gas Stations 17 16.38 42,134 $5,028,539 $4,702,705 $9,731,244 $111.61 $306,936 0.06
Eating/Drinking Places 43 56.41 177,000 $17,152,014 $16,110,759 $33,262,773 $91.02 $304,065 0.07
Hotel/Motel 22 76.08 1,009,376 $18,566,980 $66,547,706 $85,114,686 $65.93 $244,049 0.30
General Retail 89 44792 3,372,727 $102,495,688 $213,656,372 $316,152,060 $63.35 $228,828 0.17
Other Retail 22 1497 284,356 $2,470,777 $14,113,980 $16,584,757 $49.63 $165,009 0.44
Parking Lots 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
Personal Services 5 22.14 34,189 $641,786 $2,327,255 $2,969,041 $68.07 $28,993 0.04
Mixed Use Commercial 44 124.10 1,077,534 $13,368,216 $58,685,714 $72,053,930 $54.46 $107,723 0.20
Health Services 11 132.67 333,495 $4,873,495 $21,733,766 $26,607,261 $65.17 $36,735 0.06
Other Health Care 9 32.27 232,805 $4,412,251 $25,295,032 $29,707,283 $108.65 $136,716 0.17
Warehouse/Storage 40 221.55 1,838,641 $16,174,605 $69,820,733 $85,995,338 $37.97 $73,006 0.19
Manufacturing 9 58.74 499,635 $5,799,021 $30,085,043 $35,884,064 $60.21 $98,719 0.20
Other Industrial 13 56.52 525,372 $7,014,904 $39,448,428 $46,463,332 $75.09 $124,120 0.21
Banks/Financial 7 12.50 37,714 $3,544,974 $4,935,519 $8,480,493 $130.87 $283,621 0.07
General Office 111 43340 4,930,716 $56,576,997 $420,233,534 $476,810,531 $85.23 $130,544 0.26
Office Condos 242 N/A 451,730 N/A $61,113,214 $61,113,214 $135.29 N/A N/A
Recreation Facilities 5 134.70 113,899 $1,561,908 $8,907,534 $10,469,442 $78.21 $11,595 0.02
Recreation Fields 0 0.00 N/A $0 $0 $0 N/A $0 0.00
Vacant Land - General 0 0.00 N/A $0 $0 $0 N/A $0 0.00
Vacant Land - Commercial 0 0.00 N/A $0 $0 $0 N/A $0 0.00
Vacant Land - Industrial 0 0.00 N/A $0 $0 $0 N/A $0 0.00
Vacant Land - Public 0 0.00 N/A $0 $0 $0 N/A $0 0.00
TOTAL 716 191859 15,178,350 $277,053,675 $1,072,290,018 $1,349,343,693 $70.65 $144,405 0.18
Automotive Services 3.8% 4.1% 1.4% 6.3% 1.4% 2.4%
Gas Stations 2.4% 0.9% 0.3% 1.8% 0.4% 0.7%
Eating/Drinking Places 6.0% 2.9% 1.2% 6.2% 1.5% 2.5%
Hotel/Motel 3.1% 4.0% 6.7% 6.7% 6.2% 6.3%
General Retail 12.4% 23.3% 22.2% 37.0% 19.9% 23.4%
Other Retail 3.1% 0.8% 1.9% 0.9% 1.3% 1.2%
Parking Lots 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Personal Services 0.7% 1.2% 0.2% 0.2% 0.2% 0.2%
Mixed Use Commercial 6.1% 6.5% 7.1% 4.8% 5.5% 5.3%
Health Services 1.5% 6.9% 22% 1.8% 2.0% 2.0%
Other Health Care 1.3% 1.7% 1.5% 1.6% 2.4% 2.2%
Warehouse/Storage 5.6% 11.5% 12.1% 5.8% 6.5% 6.4%
Manufacturing 1.3% 3.1% 3.3% 2.1% 2.8% 2.7%
Other Industrial 1.8% 2.9% 3.5% 2.5% 3.7% 3.4%
Banks/Financial 1.0% 0.7% 0.2% 1.3% 0.5% 0.6%
General Office 15.5% 22.6% 32.5% 20.4% 39.2% 35.3%
Office Condos 33.8% N/A 3.0% N/A 5.7% 4.5%
Recreation Facilities 0.7% 7.0% 0.8% 0.6% 0.8% 0.8%
Recreation Fields 0.0% 0.0% N/A 0.0% 0.0% 0.0%
Vacant Land - General 0.0% 0.0% N/A] 0.0% 0.0% 0.0%
Vacant Land - Commercial 0.0% 0.0% N/A 0.0% 0.0% 0.0%
Vacant Land - Industrial 0.0% 0.0% N/A 0.0% 0.0% 0.0%
Vacant Land - Public 0.0% 0.0% N/A 0.0% 0.0% 0.0%
TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
SOURCE: Durham CountyTax Administration and RKG Associates, 2005

Of the individual land uses, the general office use experienced the largest growth in space at
more than 4.9 million SF. General retail uses also experienced a significant, but smaller,
growth in total space at 3.4 million SF. Warehouse/storage uses followed at 1.8 million SF.
In terms of percentage growth, office condominium space (106.9% growth) had the highest
growth rate, nearly doubling since 1995. General retail users (86.3%) and mixed-use
commercial uses (83.9%) also experienced substantial growth in building space.

Commercial Valuation — The total building assessed value for employment-generating uses
increased at a faster rate (60.1%) than the growth in new space (47.1%). This indicates that
new space being constructed is of higher value than the preexisting space. The average value
per square foot of building space built prior to 1996 is $55.42/SF. In comparison, new
building space built since then has an average value of $70.65/SF. Office condominiums had
the highest/SF value for new construction at $135.29/SF, followed by banks/financial uses
($130.87/SF). Warehouse/storage space had the lowest average building assessed value
($37.97/SF) for newly constructed space.
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A Commercial Development Density — In general, the new construction within the City has been
at a higher density than existing projects. The average FAR for employment-generating uses
built prior to 1996 is 0.14 FAR. In comparison, buildings built since then have an average FAR
of 0.18. This is partially influenced by the development that has occurred within downtown
Durham, particularly the stadium/American Tobacco area. This development has a much
higher density than the typical development within the City.

2. Neighborhood Study Areas

A Commercial Land Use Focus — Compared to the City, there has been very little new
construction within the neighborhood study area. In total, only 93,005 SF, or less than 1% of
the City total, of new employment-generating space has been constructed in Old Five Points,
Northeast Central Durham or the Fayetteville Street Corridor since 1995. This new
construction constitutes a net gain of 6.5% in the study area. Almost all (93.1%) of the new
development is dedicated to retail/service use. There was one industrial use (3,750 SF) and

one office use (2,640 SF) developed over the past ten years in the study area (Table 4-7).

Table 4-7

Commercial Development Trends, 1996-2005
Old Five Points, Northeast Central Durham and Fayetteville Street Corridor Neighborhoods

Building Land
Land Use Parcels Acreage  Building SF| Land AV Building AV Total AV AV/SF AV/Acre FAR
Automotive Services 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
Gas Stations 2 1.32 3,816 $200,533 $495,246 $695,779 $129.78 $151,919 0.07
Eating/Drinking Places 2 0.74 2,652 $159,880 $290,096 $449,976 $109.39  $216,054 0.08
Hotel/Motel 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
General Retail 3 8.36 53,862 $1,736,170 $3,290,111 $5,026,281 $61.08  $207,676 0.15
Other Retail 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
Parking Lots 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
Personal Services 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
Mixed Use Commercial 1 1.92 26,285 $167,270 $1,262,120 $1,429,390 $48.02 $87,120 031
Health Services 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
Other Health Care 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
Warehouse/Storage 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
Manufacturing 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
Other Industrial 1 5.40 3,750 $64,848 $100,432 $165,280 $26.78 $12,009 0.02
Banks/Financial o] 0.00 0 $0 $0 $0 $0.00 $0 0.00
General Office 1 0.04 2,640 $5,488 $106,035 $111,523 $40.16  $137,200 152
Office Condos 0 N/A 0 N/A $0 $0 $0.00 N/A N/A
Recreation Facilities 0 0.00 0 $0 $0 $0 $0.00 $0 0.00
Recreation Fields 0 0.00 N/A $0 $0 $0 N/A $0 0.00
Vacant Land - General 0 0.00 N/A $0 $0 $0 N/A $0 0.00
Vacant Land - Commercial 0 0.00 N/A $0 $0 $0 N/A $0 0.00
Vacant Land - Industrial 0 0.00 N/A] $0 $0 $0 N/A $0 0.00
Vacant Land - Public 0 0.00 N/A $0 $0 $0 N/A $0 0.00
TOTAL 10 17.78 93,005 $2,334,189 $5,544,040 $7,878,229 $59.61  $131,282 0.12
Automotive Services 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Gas Stations 20.0% 7.4% 4.1% 8.6% 8.9% 8.8%
Eating/Drinking Places 20.0% 4.2% 2.9% 6.8% 52% 57%
Hotel/Motel 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
General Retail 30.0% 47.0% 57.9% 74.4% 59.3% 63.8%
Other Retail 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Parking Lots 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Personal Services 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Mixed Use Commercial 10.0% 10.8% 28.3% 7.2% 22.8% 18.1%
Health Services 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other Health Care 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Warehouse/Storage 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Manufacturing 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other Industrial 10.0% 30.4% 4.0% 2.8% 1.8% 2.1%
Banks/Financial 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
General Office 10.0% 0.2% 2.8% 0.2% 1.9% 1.4%
Office Condos 0.0% N/A 0.0% N/A 0.0% 0.0%
Recreation Facilities 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Recreation Fields 0.0% 0.0% N/A 0.0% 0.0% 0.0%
Vacant Land - General 0.0% 0.0% N/A 0.0% 0.0% 0.0%
Vacant Land - Commercial 0.0% 0.0% N/A 0.0% 0.0% 0.0%
Vacant Land - Industrial 0.0% 0.0% N/A] 0.0% 0.0% 0.0%
Vacant Land - Public 0.0% 0.0% N/A 0.0% 0.0% 0.0%
TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

SOURCE: Durham CountyTax

dministration and RKG Associates, 2005
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The general retail (53,862 SF) and mixed-use commercial (26,285 SF) uses account for most
of the new space. Specifically, the Food Lion grocery store and Phoenix Crossing/Phoenix
Square shopping centers along Fayetteville Street account for all of the general retail and the
UDI facility in Old Five Points makes up the mixed-use development.

A Commercial Valuation — The new construction is valued at more than twice preexisting
development, on an average per square foot and/acre basis. New development has an
average building value of $59.61/SF and an average land value of $131,282/acre. In
comparison, the building supply existing prior to 1996 has values of $27.61/SF and
$51,075/acre, respectively. This disparity indicates that the older supply is of lower quality
and likely has depreciated in value.

New construction for employment-generating space is valued slightly below new construction
elsewhere in the City. The average building value per square foot in the neighborhood study
area ($59.61/SF) is 18.5%% below the citywide average valuation ($70.65/SF). However,
a more detailed analysis indicates that retail/service uses have average value levels
comparable to the rest of the City, while the smaller office and industrial development fall
well short of the average building value per square foot for new construction.

A Commercial Development Density — In contrast to the citywide trends, the development
density for new construction in the neighborhood study area is below the average density for
pre-existing development. The older employment-generating supply has an average floor-
area-ratio of 0.17. In contrast, the new construction has a development density of 0.12 FAR.
This is primarily due to the new industrial development, which occupies 5.4 acres for a 3,750
SF building. The general retail (0.15 FAR) and mixed-use development (0.30 FAR) have FARs
more commensurate with their respective locations.

3. Implications

The data indicate that Old Five Points, Northeast Central Durham and the Fayetteville Street Corridor
neighborhoods are not primary employment-generating markets within the City. This is most evident in
the modest development trends experienced in these neighborhoods. Furthermore, the three largest
employment-generating developments (Phoenix Crossing/Square, Food Lion and the UDI center) and
the largest residential development (Hope VI) were all subsidized by local, state and/or Federal
funding sources for them to occur. There has been almost no substantial private investment in the area
over the past ten years that has not been subsidized.

However, there are signs that the market does have unmet demand. Most notably, the consultant team
was informed that an independent grocer has signed a lease to occupy the vacated Winn-Dixie
building in Heritage Square shopping center on Fayetteville Street. The Phoenix Square/Phoenix
Crossing developments along Fayetteville Street have maintained high occupancy since their opening.
In addition, the retail demand analysis, which id described later in this study, identified several retail
and service businesses that are currently absent within the local market.

F. REAL ESTATE SALES TRENDS

Property assessment records in Durham reflect the current fair market value of real property as
determined by the County’s Tax Administration. While real property assessments are intended to
reflect 100 percent of current market value, external market forces can influence the true market
value of any given property. Quite often, a value gap occurs between current property assessments
and true market value due to rapid changes in the real estate market or the economy. To this end,
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RKG Associates analyzed recent real estate sales data in order to contrast current assessed values
against actual sales prices. Variations in price above or below current assessed values could signify
“hot” or “cold” market conditions. The analysis of arms-length sales® records between 2003 and April
2005 have been categorized by land use type and sorted by parcel size for both the City and the
neighborhood study area.

1. Employment-Generating Property Sales

The data indicate there were 438 arms-length transactions for employment-generating properties
within the City of Durham since 2002. A majority of those sales were for office (203 sales) and
retail/service (166 sales) uses. The average sales price per parcel (including land and buildings)
varied by land use type, ranging from $916,000 for office uses to $2.08 million for industrial uses
(Table 4-8). However, these sales averaged $77.17 per building square foot. Each of the land use
categories has a sale-to-value ratio above 1.00, indicating assessments have not caught up to market
values. As mentioned, a sale-to-value ratio above 1.00 can indicate that the market is active, and
demand for this property type increases the value. The sale-to-value ratios ranged from 1.15 for
industrial uses to 1.42 for health service facilities. A more detailed look at the data indicates only
non-classified industrial (0.91) and banking/financial (0.78) uses have a sale-to-value ratio below
1.00.

The neighborhood study area accounts for a small percentage of the arms-length transactions in
Durham. Only 18 sales, or 4.1%, occurred within the study area. Sales were primarily retail/service
or industrial properties (Table 4-9). Average sales prices, per parcel and per building square foot,
were substantially below the citywide average for each land use category. The average parcel sale
price ranged from $50,000 for office uses to $380,734 for industrial uses, while the average per
square foot price was $19.90. This disparity with the citywide averages is due to two reasons. First,
a greater percentage of the sales in the study area were for small buildings (under 3,000 SF) as
compared to the City (see appendix for detailed tables). Smaller buildings typically return lower
sales prices. Second, employment-generating properties that sold in the study area ($13.86/SF) have
a much lower per square foot value than similar-sized properties that sold elsewhere in the City
($46.95/SF).

Despite this, the sale to price ratios for the neighborhood study area are generally higher than the
citywide averages. The retail/service properties and health service properties had sale-to-value
ratios above 1.55. The one office building that sold in the neighborhoods had a sale-to-value of 1.31,
compared to the City average of 1.15. While it is possible that part if this difference in sale-to-value
ratio is due to properties in the study area being undervalued by the County Tax Administration, it is
more likely a factor of investors seeing that there is good value in employment-generating properties
in the neighborhood study area. This is particularly true for retail/service buildings.

3 Arms-length sales are sales that occurred between two mutually exclusive parties on the competitive real estate market.
Sales, including transfer of title, tax sale, foreclosures and inheritance properties, do not qualify as arms-length sales.
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Table 4-8
City of Durham

Arms-Length Commercial Property Sales Analysis, By Land Use
Sales Occurring Between 2003 and April 2005

Total Average
Price/Value
Sale Countj Sales Price Assessed Value Sales Price Assessed Value| Sales Ratio
Automotive Services 24| $28,805,018  $20,431,440 $1,200,209 $851,310 141
Gas Stations 7 $5,136,540 $3,169,276 $733,791 $452,754 1.62
Eating/Drinking Places 17| $11,735885  $11,198,455 $690,346 $658,733 1.05
Hotel/Motel 7| $35,777,000 $26,157,940 $5,111,000 $3,736,849 137
General Retail 48 | $119,566,036 $100,757,878 $2,490,959 $2,099,122 1.19
Other Retail 41 $16,805,178 $12,519,359 $409,882 $305,350 1.34
Parking Lots 7 $802,433 $477,870 $114,633 $68,267 1.68
Personal Services 1 $130,000 $69,986 $130,000 $69,986 1.86
Mixed Use Commercial 14 $8,904,614 $6,084,792 $636,044 $434,628 1.46
Commercial Subtotal 166 | $227,662,704 $180,866,996 $1,371,462 $1,089,560 1.26
Health Services 10 $7,198,994 $6,431,002 $719,899 $643,100 1.12
Other Health Care 11| $29,801,385  $19,608,314 $2,709,217 $1,782,574 152
Health Services Subtotal 21| $37,000,379  $26,039,316 $1,761,923 $1,239,967 142
Warehouse/Storage 33| $61,373,112  $59,847,443 $1,859,791 $1,813,559 1.03
Manufacturing 9| $29641,882 $17,293,218 $3,293,542 $1,921,469 171
Other Industrial 6 $8,822,500 $9,708,184 $1,470,417 $1,618,031 0.91
Industrial Subtotal 48 | $99,837,494  $86,848,845 $2,079,948 $1,809,351 1.15
Banks/Financial 8 $5,248,000 $6,695,422 $656,000 $836,928 0.78
General Office 44| $142,539,417 $110,128,371 $3,239,532 $2,502,918 129
Office Condos 151 ] $38,291,853  $33,986,392 $253,588 $225,075 113
Office Subtotal 203 | $186,079,270 $150,810,185 $916,647 $742,907 123
Vacant Land - General 128 | $30,846,709  $16,734,966 $240,990 $130,742 1.84
Vacant Land - Commercial 114 | $58,209,035  $38,885,287 $510,606 $341,099 150
Vacant Land - Industrial 7 $4,791,521 $4,002,168 $684,503 $571,738 1.20
Vacant Land - Public 0 $0 $0 $0 $0 0.00
Vacant Subtotal 249 $93,847,266  $59,622,421 $376,897 $239,447 157
Source, Durham County Tax Administrator's Office and RKG Associates, 2005

2. Vacant Land Sales

The Durham Tax Administration recorded 249 arms-length vacant land sales since 2002. The average
sales price was nearly $377,000, with an average price/acre of $57,331. The price-to-value ratio
for all vacant parcel sales was 1.57, with land classified as general having the highest ratio of 1.84.
Land classified as industrial had the lowest, with a 1.20 sale-to-value ratio.

Similar to the employment-generating property sale trends, the neighborhood study area (1.6%)
accounts for a very small portion of the citywide vacant land sales, totaling four arms-length sales.
These properties have an average size of 1.40 acres. As a result, the average price/acre was
$172,631, or more than 3 times greater than the citywide figure. This is because smaller properties
tend to have higher prices, on a/acre basis. Further analysis of the data (see appendix section)
revealed that similar-sized parcels outside the study area sold at comparable prices to those within
the study area. This finding corroborates the market analysis data that showed the value of land in
the OId Five Points/Northeast Central Durham/Fayetteville Street Corridor area is comparable to the
City average.
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Table 4-9

Northeast Central Durham, Old Five Points and Fayettevill Street Corridor Neighborhoods
Arms-Length Commercial Property Sales Analysis, By Land Use

Sales Occurring Between 2003 and April 2005

Total Average
Price/Value
Sale Countj Sales Price Assessed Value Sales Price Assessed Value| Sales Ratio
Automotive Services 1 $80,000 $37,881 $80,000 $37,881 211
Gas Stations 0 $0 $0 $0 $0 0.00
Eating/Drinking Places 1 $67,000 $46,577 $67,000 $46,577 1.44
Hotel/Motel 0 $0 $0 $0 $0 0.00
General Retail 4 $303,000 $256,789 $75,750 $64,197 1.18
Other Retail 0 $0 $0 $0 $0 0.00
Parking Lots 1 $21,874 $24,912 $21,874 $24,912 0.88
Personal Services 0 $0 $0 $0 $0 0.00
Mixed Use Commercial 1 $285,000 $118,400 $285,000 $118,400 241
Commercial Subtotal 8 $756,874 $484,559 $94,609 $60,570 1.56
Health Services 1 $70,000 $44,276 $70,000 $44,276 1.58
Other Health Care 0 $0 $0 $0 $0 0.00
Health Services Subtotal 1 $70,000 $44,276 $70,000 $44,276 1.58
Warehouse/Storage 5 $1,698,126 $1,453,200 $339,625 $290,640 117
Manufacturing 2 $847,745 $1,149,601 $423,873 $574,801 0.74
Other Industrial 1 $500,000 $450,569 $500,000 $450,569 1.11
Industrial Subtotal 8 $3,045,872 $3,053,370 $380,734 $381,671 1.00
Banks/Financial 0 $0 $0 $0 $0 0.00
General Office 1 $50,000 $38,175 $50,000 $38,175 131
Office Condos 0 $0 $0 $0 $0 0.00
Office Subtotal 1 $50,000 $38,175 $50,000 $38,175 131
Vacant Land - General 1 $7,000 $10,439 $7,000 $10,439 0.67
Vacant Land - Commercial 3 $963,016 $498,010 $321,005 $166,003 193
Vacant Land - Industrial 0 $0 $0 $0 $0 0.00
Vacant Land - Public 0 $0 $0 $0 $0 0.00
Vacant Subtotal 4 $970,016 $508,449 $242,504 $127,112 191
Source, Durham County Tax Administrator's Office and RKG Associates, 2005

However, the vacant land sale-to-value ratio (1.91) for the four neighborhood study area properties is
higher than the City average of 1.57, indicating that investors are willing to pay above the assessed
value. As with the employment-generating properties, this likely is a combination of the properties
being undervalued and investors recognizing the market potential of these properties as the
commercial market in downtown continues to expand.

3. Implications

The data corroborate that employment-generating properties within the neighborhood study area
tend to be smaller in size and lower in value while vacant land parcels are valued competitively with
the rest of the City. However, the sales data also indicate that investors are paying a slight premium
on properties within the study area.

G. KEY DEVELOPMENT INTERVIEWS

In conjunction with this analysis, the consultants interviewed several real estate professionals in and
around the Durham area in order to gain insight on neighborhood market conditions. RKG Associates
conducted interviews with real estate brokers, developers, and property owners. This section highlights
the most significant findings and observations obtained from these interviews.

RKG Associates & SEPI Engineering Page 4-20



Economic Assessment
7 Old Five Points, Northeast Central Durham and Fayetteville Street Corridor December, 2005

It is important to note that these interviews were conducted with assurances of confidentiality. The
consultants asked the respondents to be “as frank and honest” as they felt comfortable about the
neighborhood study area, the City and the region. The comments contained in this section represent
the ideas and opinions of those people interviewed and may or may not reflect actual conditions or
circumstances. However, it is the consultant’s opinion that the findings presented below reflect either
perceived or real conditions affecting the Durham real estate market. To the extent that perceptions
shape the actions and decisions of key development players in the community, their inclusion in this
report is considered important.

Any negative observations or comments contained in this section are included for informative or
constructive purposes only, and are not included to discredit or disparage the City, City staff or the
neighborhoods.

1. Market Performance

There is a consensus among real estate professionals that the OIld Five Points, Northeast Central
Durham and Fayetteville Street Corridor neighborhoods are not primary commercial markets. In terms
of the retail/service market, the neighborhood study areas were classified as neighborhood retalil
centers that serve their respective neighborhood populations. Several of the respondents indicated
that the neighborhood study areas lacked the spending power of other areas within the City to attract
larger-scale developments. These professionals also noted that the lack of available vacant land
made larger projects unlikely without redevelopment. Furthermore, the respondents indicated that if a
large retail/service development located within any of the neighborhood study areas, it would have to
directly compete with several nearby commercial centers including Northgate Mall, The Village
shopping center and The Streets at Southpoint mall.

In terms of the office and industrial markets, the neighborhood study areas were seen in a more
positive manner. While opinions were mixed about the ability of the area to support this type of
development, some of the respondents indicated that certain parts of the study areas were suitable for
smaller, locally-owned industrial and office users. The Pettigrew Street Corridor opportunity area was
cited more than once as a location for potential revitalization as an industrial center for businesses
seeking 10,000 to 30,000 square feet of space. In addition, some local real estate professionals
noted that there is a shortage of professional and medical services for residents, particularly in the
Northeast Central Durham neighborhood. It is believed that careful marketing and investment
incentives could attract these users into the area.

2. Business Climate

There were two dominant opinions about these neighborhood study areas as places to do business.
The first opinion was that the neighborhood residents are underserved, in terms of retail and service
businesses. Respondents believe that there are viable business opportunities in the neighborhood study
areas that could cater to local residents. Among those listed, eating and drinking establishments and
personal services, such as laundries, dry cleaning and day care, were noted the most.

However, these same respondents expressed concerns that there are very few business owners that
would enter these neighborhoods due negative crime and safety perceptions. Simply put, these real
estate professionals stated that the perceptions and realities of crime and public safety are enough of
a deterrent for business owners to locate elsewhere in the community. One respondent stated that a
business owners would have to be “very brave” to operate in any of these neighborhoods. This is
consistent with the message put forth by community residents, who noted to the consultants on several
occasions that businesses in the neighborhoods run a high risk of being burglarized.
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3. Development Opportunities & Potential

Despite the relatively pessimistic outlook of the local business climate, some of the respondents believe
there are market opportunities within the neighborhood study areas if the social climate was improved.
As mentioned, there is a common belief amongst the real estate professionals that the Pettigrew Street
Corridor opportunity area could attract additional industrial users. Others acknowledged that local
residents are underserved in certain neighborhood-level retail and personal service markets.

In terms of location-specific opportunities, many respondents noted that the Hope VI project occurring
along East Main Street has the potential to provide the jumpstart for additional reinvestment,
particularly additional residential revitalization of the area. It was also mentioned that further
investment in the area would assist in finding an adaptive reuse for the Golden Belt facility. Some
respondents also noted the opportunities along Fayetteville Street, particularly those businesses and
services that cater to college-aged persons. There is a common belief that the NCCU students are not
provided the same entertainment and recreation opportunities as seen around other college campuses
in the area.

H. CONCLUSIONS

The real estate data indicate that Old Five Points, Northeast Central Durham and the Fayetteville
Street Corridor neighborhoods are not primary commercial development locations. Commercial
growth generally has concentrated around certain nodes on the periphery of the City. This is
particularly true for areas that have access to 1-40 or I-85 such as Research Triangle Park, The Streets
at Southpoint Mall and the North Pointe shopping center. The downtown area has also experienced
success in attracting new investment, but at a much smaller scale than these more suburban areas.

The analysis indicates that the neighborhood study areas are best suited for providing the
neighborhood-level retail and service opportunities for local residents. There is a consensus among
local real estate professionals that these study areas may not be competitive with other areas around
Durham to attract substantial retail, office or industrial development. At the base level, there is not
enough available, vacant land to accommodate this scale of development. Population counts and
income levels also work against this area in attracting new commercial investment.

However, market and anecdotal data also indicate there are opportunities to attract some additional
neighborhood-level commercial development and smaller employment-generating operations into the
area. The retail market analysis (chapter 5) indicates that local residents are underserved in certain
market sectors. Most notably, there are opportunities to attract medical services and eating &
drinking places into each of the three neighborhoods. Residents in the neighborhood study area should
also be able to support new day care facilities, computer sales & repair shops and apparel stores. In
addition, there are opportunities to attract small industrial users into certain areas of the
neighborhoods, building on existing employment clusters. For example, an effort can be made to
recruit additional automotive service businesses to further build the critical mass of repair/service
facilities. This clustering has the potential to attract additional businesses, such as parts suppliers, to
serve the cluster.
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The 1-mile and 0.5-mile radii were chosen because they are consistent with the character of
neighborhood-focused businesses. The consultant discovered that the existing commercial nodes within
the Northeast Central Durham and Fayetteville Street Corridor neighborhoods primarily serve the local
populations. While it is likely that customers will come from a wider area, particularly those locations
adjacent to Durham Freeway and along Miami Boulevard, the 1-mile area represents the core
consumer base for these neighborhoods, called the primary trade area (PTA).

2. Supply-Side Analysis

The supply-side analysis focused on all the existing retail and service businesses operating within these
respective service areas. The consultant, with the assistance of a NCCU graduate student, compiled a
comprehensive list of all businesses operating within the two primary trade areas and the five smaller
neighborhood areas. This analysis was built using collected data from the North Carolina Central
University Economic Development Initiative’s Community Development Data Source (CDDS). The CDDS
provided key base information for this analysis that was built upon to meet the needs of this analysis.
This list includes the businesses’ names, the type of business and how much square footage they occupy.
The inventory also includes vacancy data, noting the location and size of any unoccupied storefronts
within these areas. RKG calculated the supply by totaling the square footage of all businesses within
each market segment. The market segments correspond to the retail categories used for reporting
consumer expenditure by DemographicsNow (see below). Overall, RKG tracked the supply and
demand for 22 different retail categories.

RKG then calculated the average expenditure per square foot of floor space by retail store type
using 2002 Urban Land Institute sales per square foot averages (adjusted for inflation) for
neighborhood-level retail stores and actual sales per square foot figures from existing Durham
businesses (provided by local business owners and Dun & Bradstreet). This average expenditure rate
was applied to the occupied square footage to generate an estimated gross sales by business type.

The gross sales by business type represent all sales captured by local stores, regardless of where the
customers reside. It would be inaccurate to assume that businesses within these neighborhoods are
solely patronized by local residents. Several factors including the size of the retail base; the types of
businesses; the level of commuting traffic; proximity to employment centers and competitive retail
locations influence the amount of spending that is captured from outside the PTA. As such, the
consultant had to assume a certain percentage of these sales come from persons who reside outside
the respective PTAs. Based on the retail market climate of Northeast Central Durham and Fayetteville
Street, it is likely that 10% to 20% of local sales are made to persons from outside the local area.
For the purposes of this analysis, RKG used 15% as the rate to determine how much of local gross
sales were made to persons from outside the PTA. This adjusted sales volume estimates how much of
local business is being supported by local residents. As seen in this chapter, this figure has been
compared to the estimated local consumer expenditures for these retail categories to determine
market opportunities.

3. Demand-Side Analysis

To perform the demand-side analysis, RKG Associates collected consumer expenditure data from
DemographicsNow for both primary trade areas as well as the individual neighborhood sections. This
data showed the potential gross consumer spending (in dollars) for each area broken down into
specific merchandise categories. DemographicsNow presents data using 83 separate service and
merchandise classifications within 17 unique product and service groups (detailed tables are in the
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appendix section). For the purpose of this analysis, the consultant focused on the 22 retail market
categories most appropriate for these neighborhoods.1

The gross consumer expenditures were then adjusted to estimate the amount of local spending
captured by local businesses. This “capture rate,” which is typically less than 100%, accounts for the
spending people do away from home, such as purchases while on vacation, purchases near or on their
way to work, purchases at regional shopping centers or even internet shopping. The capture rate
varies based on several factors including local shopping opportunities and consumer preference. To
ensure that this analysis does not overestimate or underestimate the capture rate, RKG used a range
of 65% to 85% for all expenditures. These figures represent the low-end and high-end of how much
households typically spend within their respective primary trade area. The result of this analysis
provides estimates of how much, in dollars, local businesses should be capturing from local residents.
Estimates were generated for all 22 retail categories.

4. QOpportunity And Cluster Analysis

RKG then compared the estimated local sales volumes from the supply-side analysis to the potential
local consumer expenditure levels from the demand-side analysis. The result of this effort reveals the
extent of “sales leakage” in each retail segment. Sales leakage is the gap between local demand for
retail goods and the amount of these sales actually capture by local merchants. A retail segment has
high sales leakage when consumer demand is substantially greater than the supply of goods and
services. In these cases, the data suggest that there is an opportunity to encourage existing businesses
to grow by expanding product lines and/or to attract additional retailers in this segment to meet this
unmet spending potential.

In contrast, an area has very little sales leakage when captured sales exceed local demand. These
situations suggest that the area has a market cluster, or concentration of businesses, pulling in sales
from outside the primary market. Market clusters attract consumers from outside the primary trade
area, as they become known for a specified niche or for having a wide variety of shops to choose
from. A good example of a market cluster is an antique mall. Antique malls typically have several
retailers offering a wide range of goods located in one place, making it more convenient for
shoppers.

However, it is important to note that the market data should not be viewed at face value only. There
are several factors that need to be interpreted to determine opportunities beyond empirical
information. Local competition, market compatibility and resident preferences are among those other
factors. While the numbers may indicate that a particular market segment has a high sales leakage, it
does not necessarily indicate an opportunity. Conversely, a market segment may be over-represented
in an area, but still may have some niche businesses within that segment that may have interest in
locating there. In other words, the data only addresses part of the opportunity analysis.

This situation is most apparent in the vehicle sales segment. While there is substantial unmet demand
for vehicle sales in the two trade areas, there are two large dealerships between the primary trade
areas and downtown Durham adjacent to the Durham Bulls Stadium. It is likely that a large
percentage of the auto needs of local residents are met by these businesses. Furthermore auto
dealerships require large tracts of land. There are very few sites where an auto dealership could
locate within these primary trade areas without displacing existing businesses and residents. As such,
targeting a car dealer may not be the best opportunity for a revitalization strategy.

1 Auto and gasoline sales were removed from this analysis. This was done because these uses are typically not targeted for
neighborhood revitalization efforts. In addition, auto dealerships require large tracts of land, which are not readily
available in these neighborhoods.
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Also, the supportable square footage figures are a measure to determine the relative strength of
demand for services rather than an absolute number. For example, if sales leakage in the Fayetteville
Street Corridor PTA shows the area can support an additional 30,000 SF of grocery store and the
Northeast Central Durham PTA can support an additional 10,000 SF (calculated using this method), the
Fayetteville Street PTA has a relatively stronger market. It is not necessarily true that the Fayetteville
Street PTA needs 30,000 SF of grocery store. In other words, this analysis provides a proxy for the
relative level of demand within each study area by retail market segment, rather than an absolute
target.

C. RETAIL SUPPLY ANALYSIS

1. Business Inventory

RKG Associates and NCCU identified nearly 400 businesses currently operating within the Northeast
Central Durham or Fayetteville Street Corridor primary trade areas. Of this total, approximately 300
are retail or service-related businesses, occupying more than 860,000 SF of commercial building
space (Table 5-1).

A majority of this occupied space is located within the Northeast Central Durham PTA (77%). The
Miami Boulevard corridor accounts for a substantial portion of this total, primarily due to The Village
Shopping Center at the intersection of Miami Boulevard and Holloway Street, which has an Ace
Hardware store and an Ames grocery store. Miami Boulevard also has several apparel stores and
fast food restaurants. However, the data indicate that the Northeast Central Durham PTA also has a
concentration of vehicle repair and maintenance facilities, with these 54 businesses occupying more
than 209,000 SF of commercial space. These businesses are primarily concentrated in two locations,
near the intersection of Elizabeth Street and East Main Street, adjacent to the proposed County Human
Services building and to the south and east of the Angier Avenue/Driver Street intersection (see Map
5-1).

The Fayetteville Street Corridor PTA has almost 200,000 SF of occupied retail and service space.
Unlike the Northeast Central Durham PTA, almost all of this space is within the neighborhood
boundaries defined for this analysis. Almost 61% of the occupied space is located in the northern
portion of the Corridor, concentrated in three shopping centers near the Durham Freeway (Phoenix
Square, Phoenix Crossing and Heritage Square). The Fayetteville Street Corridor PTA has a
concentration of personal care service businesses, with 37 hair salons and barber shops occupying
almost 44,000 SF of space along the Corridor.

Amongst the key neighborhood commercial areas, commercial space is concentrated around the Alston
Avenue/Main Street intersection in Northeast Central Durham and at the northern end of Fayetteville
Street in the Fayetteville Street Corridor neighborhood. The Alston Avenue/Main Street area
encompasses nearly 172,000 SF of occupied space including the Compare Foods grocery store.
However, the automotive repair and maintenance facilities account for more than 50% of the occupied
space within the 0.5-mile radius. Building material companies have a small concentration in the area,
with some occupying space at the Golden Belt facility.

The north end of Fayetteville Street has the highest concentration of occupied retail and service space,
at more than 110,000 SF. As mentioned, this area is anchored by the three shopping centers adjacent
to the Durham Freeway. These shopping centers total roughly 100,000 SF of building space. Most of
the vacant space in this end of Fayetteville Street is a former Winn Dixie grocery store. However,
anecdotal information indicates an independent grocer has signed a lease to occupy this space. Once
occupied, the amount of vacant space will drop approximately 35,000 SF.
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Table 5-1
Retail/Service Building Space Inventory
By Occupied Square Footage

Northeast Central] OId Five Points Main and Alston Angier and|Fayetteville Street] North Fayetteville South Fayetteville
Market Sector Durham (1 Mile), (0.5 Miles) (0.5 Miles) Driver (0.5 Milesj Corridor (1 Mile)|] Street (0.5 Miles) Street (0.5 Miles)
Grocery 88,970 1,914 16,191 6,000 47,866 8,579 37,288
Dining Out 68,054 10,980 11,441 7,260 39,354 21,837 9,177
Alcohol 1,150 0 0 0 2,706 2,706 0
Personal Care Products 6,000 0 750 0 0 0 0
Personal Care Services 2,750 0 0 0 1,000 1,000 0
Hair Care 52,441 0 3,028 5518 43,991 29,905 14,086
Health Care Supplies 20,000 0 0 0 13,949 13,949 0
Apparel 100,866 0 4,726 0 21,950 21,950 0
Textiles 0 0 0 0 0 0 0
Furniture 22,890 0 5,186 0 5,186 0 0
Flooring 0 0 0 0 0 0 0
Major Appliances 0 0 0 0 0 0 0
Housewares 6,683 0 6,083 600 0 0 0
Paint & Wallpaper 6,774 0 1,788 1,544 0 0 0
Audio/Video Equipment 62,842 0 4,500 0 3,592 3,592 0
Records & CDs 6,982 0 500 0 399 399 0
Books 0 0 0 0 2,921 0 2,921
Jewelry 5,308 0 248 0 1,155 1,155 0
Pet Supplies 1,775 0 775 0 800 0 0
Plants & Flowers 650 0 0 650 5,825 2,000 3,825
Tobacco Products 0 0 0 0 0 0 0
Vehicle Repair & Maintenance 209,128 21,114 86,418 51,662 9,181 3,000 3,781
Total Occupied 663,263 34,008 141,634 73,234 199,876 110,071 71,078

Source: NCCU and RKG Associates, 2005
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2. Estimated Sales Per Square Foot

As mentioned, RKG calculated the average sales per square foot of commercial space for the 22
retail and service segments using a combination of ULl regional averages (adjusted for inflation) for
neighborhood-level businesses and actual sales per square foot of businesses currently operating in
these respective neighborhoods. Table 5-3 shows the results of this effort.

Table 5-2
Average Sales Per Square Foot For Neighborhood Shopping Centers
Adjusted for Regional Performance

2002 ULl
Neighborhood Regional 2002 Estimated 2004 Estimated
Sales PSF Adjustment [1] Sales PSF  Inflation Rate Sales PSF
Grocery $371.39 80% $297.11 2.5% $312.15
Dining Out $295.03 80% $236.02 2.5% $247.97
Alcohol $253.52 80% $202.82 2.5% $213.08
Personal Care Products $284.66 80% $227.73 2.5% $239.26
Personal Care Services $284.66 80% $227.73 2.5% $239.26
Hair Care $180.73 80% $144.58 2.5% $151.90
Health Care Supplies $285.67 80% $228.54 2.5% $240.11
Apparel $246.71 80% $197.37 2.5% $207.36
Textiles $162.72 80% $130.18 2.5% $136.77
Furniture $238.03 80% $190.42 2.5% $200.06
Flooring $243.45 80% $194.76 2.5% $204.62
Major Appliances $159.18 80% $127.34 2.5% $133.79
Housewares $309.67 80% $247.74 2.5% $260.28
Paint & Wallpaper $243.45 80% $194.76 2.5% $204.62
Audio/Video Equipment $290.39 80% $232.31 2.5% $244.07
Records & CDs $290.39 80% $232.31 2.5% $244.07
Books $105.96 80% $84.77 2.5% $89.06
Jewelry $143.24 80% $114.59 2.5% $120.39
Recreational Equip & Supplies $236.28 80% $189.02 2.5% $198.59
Plants & Flowers $159.18 80% $127.34 2.5% $133.79
Tobacco Products $335.41 80% $268.33 2.5% $281.91
Vehicle Repair & Maintenance $159.81 80% $127.85 2.5% $134.32

Source: ULI, Dun & Bradstreet and RKG Associates, 2005
[1] - Regional adjustment calculated based on Dun & Bradstreet sales estimates for local businesses as well as interviews
with local business owners

As seen, the amount spent per square foot varies by product and service type. Most categories range
between $150 and $250 per square foot, with some falling above and below that range. In general,
these figures are slightly lower than what you would expect to see in a “typical” neighborhood retail
business. However, the local data indicate that some businesses that have been operating in NECD
and FSC for years are well below these ULl averages.

Using these averages, RKG calculated gross spending estimates for all business types using the
occupied square footage values for each of the study areas by multiplying the square footage totals
by the sales per square foot averages. The result is the estimated gross sales totals for the Northeast
Central Durham and Fayetteville Street Corridor primary trade areas as well as the five key
intersections. These estimates were then adjusted for the local capture rate (described in the
methodology section). The results of this effort are detailed in Table 5-3.
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Table 5-3

Captured Local Spending By Local Businesses (85% of Captured Sales)

By Business Type

Northeast Central

Old Five Points Main and Alston Angier antj]Fayetteville Streef]

North Fayetteville South Fayetteville

Market Sector Durham (1 Mile) (0.5 Miles) (0.5 Miles) Driver (0.5 Miles)| Corridor (1 Mile)| Street (0.5 Miles) Street (0.5 Miles)
Grocery $23,606,437 $507,842 $4,295,963 $1,591,982 $12,700,409 $2,276,155 $9,893,594
Dining Out $14,344,205 $2,314,329 $2,411,497 $1,530,240 $8,294,946 $4,602,733 $1,934,335
Alcohol $208,289 $0 $0 $0 $490,113 $490,113 $0
Personal Care Products $1,220,209 $0 $152,526 $0 $0 $0 $0
Personal Care Services $559,263 $0 $0 $0 $203,368 $203,368 $0
Hair Care $6,771,079 $0 $390,969 $712,473 $5,679,999 $3,861,253 $1,818,746
Health Care Supplies $4,081,796 $0 $0 $0 $2,846,848 $2,846,848 $0
Apparel $17,778,269 $0 $833,037 $0 $3,868,815 $3,868,815 $0
Textiles $0 $0 $0 $0 $0 $0 $0
Furniture $3,892,549 $0 $881,903 $0 $881,903 $0 $0
Flooring $0 $0 $0 $0 $0 $0 $0
Major Appliances $0 $0 $0 $0 $0 $0 $0
Housewares $1,478,520 $0 $1,345,779 $132,742 $0 $0 $0
Paint & Wallpaper $1,178,180 $0 $310,981 $268,543 $0 $0 $0
Audio/Video Equipment $13,037,319 $0 $933,578 $0 $745,203 $745,203 $0
Records & CDs $1,448,499 $0 $103,731 $0 $82,777 $82,777 $0
Books $0 $0 $0 $0 $221,107 $0 $221,107
Jewelry $543,190 $0 $25,379 $0 $118,196 $118,196 $0
Pet Supplies $299,628 $0 $130,823 $0 $135,043 $0 $0
Plants & Flowers $73,919 $0 $0 $73,919 $662,432 $227,444 $434,987
Tobacco Products $0 $0 $0 $0 $0 $0 $0
Vehicle Repair & Maintenance $23,876,631 $2,410,633 $9,866,553 $5,898,367 $1,048,271 $342,517 $431,741
Total Estimated Sales $114,397,982 $5,232,805  $21682,721  $10,208266|] $37979432] $19665423  $14,734510

Source: NCCU and RKG Associates, 2005
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The Northeast Central Durham and Fayetteville Street Corridor neighborhoods are estimated to
capture more than almost $162 million in sales to PTA residents. As mentioned, this figure assumes that
85% of the gross sales are made to local residents. Most of the $113.8 million in captured sales in the
Northeast Central Durham PTA occurred in businesses along Miami Boulevard, outside the three key
intersections. The Main Street/Alston Avenue intersection had the highest estimated local captured
sales at $21.1 million. The captured sales figures for the Fayetteville Street PTA are almost $38.0
million, or roughly one-third that of the Northeast Central Durham PTA.

In terms of captured sales by retail segment, automotive repair ($23.9 million) and grocery stores
($23.6 million) ranked the highest. Grocery store sales were concentrated in the Main Street/Alston
Avenue and South Fayetteville Street areas, where the two existing grocers are located. Vehicle
repair and maintenance sales are concentrated in the Main Street/Alston Avenue and Angier
Avenue/Driver Street intersections.

D. RETAIL DEMAND ANALYSIS

1. Household Consumer Expenditures

As mentioned, RKG Associates collected 2004 consumer expenditure information from
DemographicsNow for both 1-mile primary trade areas (PTAs) and each of the five key intersections.
The data is reported as average expenditures per household and gross expenditures. The data is
summarized for all seven areas in Tables 5-4 and 5-5, respectively.

The average household expenditure for goods in 2004 for the Northeast Central Durham and
Fayetteville Street Corridor PTAs was approximately $36,400. Of that total, roughly $15,100 was
spent on retail/service items. Groceries ($3,700), dining out ($2,000) and apparel ($1,950)
constituted the largest share of expenditures per household for these retail segments.

The average expenditure per household within the various neighborhood areas generally below the
average for their respective PTA area. With the exception of the Old Five Points area, the average
overall expenditure ranged from $30,500 to $34,000 within the neighborhood segments. As a result,
the amount of money spent on retail goods and services is also below the PTA average. This indicates
that the residences included in this analysis that are not directly part of the Northeast Central Durham
and Fayetteville Street Corridor neighborhoods have higher income, and subsequently spending
power, than actual NECD and FSC residents.

This is most apparent in the Old Five Points area. The area had an average household expenditure of
nearly $50,000, with $20,700 being spent on retail/services. Both figures are well above the NECD
average. This disparity is primarily due to the inclusion of the Trinity neighborhood within the 0.5-mile
area surrounding the Mangum Street/Corporation Street intersection. These households earn well
above the average income for the Northeast Central Durham neighborhood.

In terms of total expenditures, the two primary trade areas account for nearly $404 million in annual
consumer spending, with approximately $168.4 million going for retail goods and services. The
Northeast Central Durham PTA has a slightly higher total ($209 million) than the Fayetteville Street
Corridor area ($195 million). Key neighborhood areas range in total annual expenditures from $30.5
million in the Angier/Driver intersection area to $75.0 million in the Old Five Points area. Variations in
the relative strength of these areas are more closely linked to household count rather than income
levels (except for Old Five Points).
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Table 5-4
Average Household Expenditures, By Category
Select Study Areas, 2004

Normeast central - O1d FIVE POIts . Main and ATSton . Angier and DIver] Fayeteville Steeq  Norn Fayetevile . soum rayetevine
Durham (1 Mile) (0.5 Miles) (0.5 Miles) (0.5 Miles)| Corridor (1 Mile)] Street (0.5 Miles)  Street (0.5 Miles)
Average Total Expenditure $36,006 $49,563 $32,090 $30,495 $36,862 $33,965 $31,109
Average Retail Expenditure $14,995 $20,700 $13,365 $12,706 $15,381 $14,169 $12,959
Grocery $3,648.81 $4,954.13 $3,260.67 $3,096.08 $3,701.04 $3,436.00 $3,134.98
Dining Out $2,023.45 $2,791.55 $1,795.29 $1,703.83 $2,051.87 $1,876.03 $1,731.97
Alcohol $331.82 $464.63 $294.97 $279.58 $339.68 $311.16 $284.85
Personal Care Products $142.16 $194.92 $126.51 $120.24 $145.20 $134.11 $122.92
Personal Care Services $441.12 $593.92 $396.62 $377.77 $460.23 $433.24 $392.94
Hair Care $54.34 $73.44 $48.79 $46.40 $56.20 $52.73 $47.90
Health Care Supplies $475.20 $660.89 $422.81 $403.45 $494.48 $451.50 $414.78
Apparel $1,936.80 $2,632.62 $1,735.64 $1,647.48 $1,985.36 $1,849.43 $1,681.54
Textiles $79.66 $112.59 $70.63 $67.29 $83.44 $76.19 $69.77
Furniture $343.91 $479.01 $305.04 $290.60 $354.78 $322.73 $297.71
Flooring $61.47 $86.19 $54.36 $52.02 $63.27 $57.29 $52.89
Major Appliances $162.47 $225.41 $144.33 $137.78 $168.35 $153.73 $141.53
Housewares $695.98 $956.12 $623.33 $591.47 $717.14 $662.56 $605.05
Paint & Wallpaper $34.28 $47.78 $30.49 $29.01 $35.29 $32.32 $29.66
Audio/Video Equipment $724.96 $986.31 $647.90 $615.24 $742.10 $689.68 $630.34
Records & CDs $98.05 $133.77 $87.88 $83.36 $100.65 $93.78 $85.20
Books $293.70 $403.60 $262.42 $248.73 $300.17 $278.20 $253.80
Jewelry $106.48 $147.35 $94.01 $89.33 $108.68 $98.92 $92.01
Pet Supplies $196.19 $271.39 $174.99 $166.56 $201.90 $185.74 $169.65
Plants & Flowers $58.95 $83.71 $52.11 $49.63 $60.72 $55.24 $50.57
Tobacco Products $321.24 $447.62 $286.09 $272.35 $332.22 $304.92 $278.52
Vehicle Repair & Maintenance $853.74 $1,164.75 $763.50 $724.49 $870.19 $807.36 $736.77

Source: DemographicsNow and RKG Associates, 2005

Table 5-5
Total Household Expenditures, By Category
Select Study Areas, 2004

Norteast centrall . O1d FIVE POMts . Main and AlSton . ANgier and DITVel] Fayeleville Steeq]  Nor Fayetevile . soun rayetevine
Durham (1 Mile) (0.5 Miles) (0.5 Miles) (0.5 Miles)| Corridor (1 Mile)] Street (0.5 Miles)  Street (0.5 Miles)
Average Total Expenditure $209,122,848 $75,038,382 $63,634,470 $30,525,495 $194,741,946 $51,151,290 $38,357,397
Average Retail Expenditure $87,090,960 $31,339,800 $26,502,795 $12,718,706 $81,257,823 $21,338,514 $15,978,447
Grocery $21,192,288 $7,500,553 $6,465,909 $3,099,176 $19,552,594 $5,174,616 $3,865,430
Dining Out $11,752,198 $4,226,407 $3,560,060 $1,705,534 $10,840,029 $2,825,301 $2,135,519
Alcohol $1,927,211 $703,450 $584,926 $279,860 $1,794,529 $468,607 $351,220
Personal Care Products $825,665 $295,109 $250,869 $120,360 $767,092 $201,970 $151,560
Personal Care Services $2,562,025 $899,195 $786,497 $378,148 $2,431,395 $652,459 $484,495
Hair Care $315,607 $111,188 $96,751 $46,446 $296,905 $79,411 $59,061
Health Care Supplies $2,759,962 $1,000,587 $838,432 $403,853 $2,612,338 $679,959 $511,424
Apparel $11,248,934 $3,985,787 $3,441,774 $1,649,127 $10,488,657 $2,785,242 $2,073,339
Textiles $462,665 $170,461 $140,059 $67,357 $440,814 $114,742 $86,026
Furniture $1,997,429 $725,221 $604,894 $290,891 $1,874,303 $486,031 $367,076
Flooring $357,018 $130,492 $107,796 $52,072 $334,255 $86,279 $65,213
Major Appliances $943,626 $341,271 $286,206 $137,918 $889,393 $231,517 $174,506
Housewares $4,042,252 $1,447,566 $1,236,063 $592,061 $3,788,651 $997,815 $746,027
Paint & Wallpaper $199,098 $72,339 $60,462 $29,039 $186,437 $48,674 $36,571
Audio/Video Equipment $4,210,568 $1,493,273 $1,284,786 $615,855 $3,920,514 $1,038,658 $777,209
Records & CDs $569,474 $202,528 $174,266 $83,443 $531,734 $141,233 $105,052
Books $1,705,810 $611,050 $520,379 $248,979 $1,585,798 $418,969 $312,935
Jewelry $618,436 $223,088 $186,422 $89,419 $574,156 $148,974 $113,448
Pet Supplies $1,139,472 $410,884 $347,005 $166,727 $1,066,638 $279,724 $209,178
Plants & Flowers $342,382 $126,737 $103,334 $49,680 $320,784 $83,191 $62,353
Tobacco Products $1,865,762 $677,697 $567,316 $272,622 $1,755,118 $459,210 $343,415
Vehicle Repair & Maintenance $4,958,522 $1,763,432 $1,514,021 $725,214 $4,597,214 $1,215,884 $908,437

Source: DemographicsNow and RKG Associates, 2005

2. Local Spending Capture

As mentioned in the methodology section, it is not accurate to assume that local residents will make all
of their purchases at stores within the PTA areas. Issues such as consumer preference, pricing and
availability and convenience of goods and services will cause consumers to look elsewhere for
purchases.  As such, the consultant estimated that the average household from the primary trade
areas will spend between 65% and 85% of their retail expenditures at local businesses. These two
figures typically represent the low-end and high-end of local spending capture rates. The results of
this effort are seen in Tables 5-6 and 5-7.
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Table 5-6

Captured Local Consumer Expenditures (65% of Total Spending)

Select Study Areas, 2004

Normeast central - O1d FIVE POIts . Main and ATSton . Angier and DIver] Fayeteville Steeq  Norn Fayetevile . soum rayetevine
Durham (1 Mile) (0.5 Miles) (0.5 Miles) (0.5 Miles)| Corridor (1 Mile)] Street (0.5 Miles)  Street (0.5 Miles)
Average Total Expenditure $135,929,851 $48,774,948 $41,362,406 $19,841,572 $126,582,265 $33,248,339 $24,932,308
Average Retail Expenditure $56,609,124 $20,370,870 $17,226,817 $8,267,159 $52,817,585 $13,870,034 $10,385,991
Grocery $13,774,988 $4,875,359 $4,202,841 $2,014,464 $12,709,186 $3,363,500 $2,512,530
Dining Out $7,638,928 $2,747,164 $2,314,039 $1,108,597 $7,046,019 $1,836,446 $1,388,087
Alcohol $1,252,687 $457,242 $380,202 $181,909 $1,166,444 $304,595 $228,293
Personal Care Products $536,682 $191,821 $163,065 $78,234 $498,610 $131,280 $98,514
Personal Care Services $1,665,316 $584,477 $511,223 $245,796 $1,580,407 $424,099 $314,922
Hair Care $205,144 $72,272 $62,888 $30,190 $192,988 $51,617 $38,389
Health Care Supplies $1,793,975 $650,382 $544,981 $262,505 $1,698,020 $441,973 $332,425
Apparel $7,311,807 $2,590,761 $2,237,153 $1,071,933 $6,817,627 $1,810,407 $1,347,670
Textiles $300,732 $110,800 $91,039 $43,782 $286,529 $74,582 $55,917
Furniture $1,298,329 $471,394 $393,181 $189,079 $1,218,297 $315,920 $238,600
Flooring $232,062 $84,820 $70,067 $33,847 $217,266 $56,081 $42,389
Major Appliances $613,357 $221,826 $186,034 $89,647 $578,105 $150,486 $113,429
Housewares $2,627,464 $940,918 $803,441 $384,840 $2,462,623 $648,580 $484,917
Paint & Wallpaper $129,414 $47,020 $39,300 $18,875 $121,184 $31,638 $23,771
Audio/Video Equipment $2,736,869 $970,628 $835,111 $400,306 $2,548,334 $675,128 $505,186
Records & CDs $370,158 $131,643 $113,273 $54,238 $345,627 $91,801 $68,284
Books $1,108,776 $397,183 $338,246 $161,836 $1,030,769 $272,330 $203,408
Jewelry $401,983 $145,007 $121,174 $58,123 $373,202 $96,833 $73,741
Pet Supplies $740,656 $267,075 $225,553 $108,372 $693,315 $181,821 $135,966
Plants & Flowers $222,548 $82,379 $67,167 $32,292 $208,509 $54,074 $40,529
Tobacco Products $1,212,745 $440,503 $368,756 $177,205 $1,140,827 $298,486 $223,220
Vehicle Repair & Maintenance $3,223,039 $1,146,230 $984,113 $471,389 $2,988,189 $790,325 $590,484
Source: DemographicsNow and RKG Associates, 2005
Table 5-7
Captured Local Consumer Expenditures (85% of Total Spending)
Select Study Areas, 2004
Norteast centrall . O1d FIVE POMts . Main and AlSton . ANgier and DITVel] Fayeleville Steeq]  Nor Fayetevile . soun rayetevine
Durham (1 Mile) (0.5 Miles) (0.5 Miles) (0.5 Miles)| Corridor (1 Mile)] Street (0.5 Miles)  Street (0.5 Miles)
Average Total Expenditure $177,754,421 $31,703,716 $26,885,564 $12,897,022 $82,278,472 $21,611,420 $16,206,000
Average Retail Expenditure $36,795,931 $13,241,066 $11,197,431 $5,373,653 $34,331,430 $9,015,522 $6,750,894
Grocery $18,013,445 $6,375,470 $5,496,022 $2,634,300 $16,619,705 $4,398,424 $3,285,616
Dining Out $9,989,368 $3,592,446 $3,026,051 $1,449,704 $9,214,025 $2,401,506 $1,815,191
Alcohol $1,638,129 $597,932 $497,187 $237,881 $1,525,350 $398,316 $298,537
Personal Care Products $701,815 $250,843 $213,239 $102,306 $652,028 $171,674 $128,826
Personal Care Services $2,177,721 $764,316 $668,523 $321,426 $2,066,686 $554,591 $411,821
Hair Care $268,266 $94,510 $82,238 $39,479 $252,369 $67,500 $50,202
Health Care Supplies $2,345,967 $850,499 $712,667 $343,275 $2,220,487 $577,965 $434,710
Apparel $9,561,594 $3,387,919 $2,925,508 $1,401,758 $8,915,358 $2,367,455 $1,762,338
Textiles $393,265 $144,892 $119,050 $57,254 $374,691 $97,531 $73,122
Furniture $1,697,815 $616,438 $514,160 $247,257 $1,593,157 $413,127 $312,015
Flooring $303,465 $110,918 $91,626 $44,261 $284,117 $73,337 $55,431
Major Appliances $802,082 $290,080 $243,275 $117,230 $755,984 $196,790 $148,331
Housewares $3,435,914 $1,230,431 $1,050,654 $503,252 $3,220,353 $848,143 $634,123
Paint & Wallpaper $169,234 $61,488 $51,392 $24,683 $158,472 $41,373 $31,085
Audio/Video Equipment $3,578,983 $1,269,282 $1,092,068 $523,477 $3,332,437 $882,859 $660,628
Records & CDs $484,053 $172,149 $148,126 $70,927 $451,974 $120,048 $89,294
Books $1,449,938 $519,393 $442,322 $211,632 $1,347,928 $356,124 $265,995
Jewelry $525,670 $189,625 $158,459 $76,006 $488,033 $126,627 $96,431
Pet Supplies $968,551 $349,252 $294,954 $141,718 $906,642 $237,766 $177,802
Plants & Flowers $291,024 $107,726 $87,834 $42,228 $272,666 $70,713 $53,000
Tobacco Products $1,585,898 $576,042 $482,219 $231,729 $1,491,851 $390,328 $291,903
Vehicle Repair & Maintenance $4,214,744 $1,498,917 $1,286,917 $616,432 $3,907,632 $1,033,502 $772,172

Source: DemographicsNow and RKG Associates, 2005

RKG Associates & SEPI Engineering

Page 5-11



Economic Assessment
7 Old Five Points, Northeast Central Durham and Fayetteville Street Corridor December, 2005

E. RETAIL VACANCY

The retail commercial market is  Table 5-8
fairly stable within the two primary  Vacant Retail/Service Space
trade areas. RKG Associates and By Study Area

NCCU estimate there are nearly  Market Sector Total Space Vacant Space] Vacancy Rate
110,000 SF of vacant retail/service  Norheast Centra! uham PTA 728853 A oo
s . . , , 3%
building space in the two primary Alston & Main 165,365 23,731 14.4%
trad_e areas that_are SL_utabIe for Angier & Driver 79.900 6.666 8.3%
retail and/or service businesses, for Elsewhere in PTA 442,970 28,583 6.5%
a vacancy rate of 11.3%. This total _ _
ndudes a nearly 35,000 SF e S ) | 1saazs  aatos|  zew
H H or ayetteville stree , , 170
grocery store in the Heritage South Fayetteville Street 72,069 991 1.4%
gquare shgpbpmt% Cer&tel} %E[SWQ Elsewhere in PTA 18726 0 0.0%
e occupied by the end o .
majority of the remaining vacancy is  TOTAL 972,823 109,684 11.3%

in the Northeast Central Durham Source: NCCU and RKG Associates, 2005

ic hi 1] Includes approximately 35,000 SF to be occupied by grocer in 2006; vacanc
%Tﬁh(gagllgt(?rfkvXr?lljcea/nl\(;léilrsl hISg[reees;[: = would be F52?358 SF wi%; a vacancy rate of 5.4{)% witf{o%t it. /
neighborhood area, with almost
24,000 SF of vacant space and a vacancy rate of 14.4%. Roughly half of this total is a former Winn
Dixie grocery store in Alston Avenue that has been vacant for over a decade. However, this total
does not include the nearly 358,000 SF of vacant industrial and warehouse space, particularly at the
Valcor facility and in Golden Belt. Vacancy is also high in the Old Five Points area, where the vacancy
rate is over 16%. Vacancy is low outside the three neighborhood area in Northeast Central Durham,
totaling 28,600 SF, or a 6.5% vacancy rate. This primarily is due to the relative strength of The
Village Shopping Center located on Miami Boulevard, which has less than 5,500 SF of vacant space.

In contrast to the Northeast Central Durham PTA, the Fayetteville Street Corridor PTA has a much
tighter retail market. The Fayetteville PTA has a concentration of vacancy in the North Fayetteville
Street area. However, this includes the grocery store mentioned above. Removing that store from the
inventory brings the PTA area’s vacancy below 10,000 SF, or below 4.0%.

Most of the vacant space is in small storefronts and/or stand-alone buildings. The average vacant
space is less than 3,000 SF for both PTA areas, with almost all of the vacancy within the 5 smaller
areas being below 1,500 SF. The most notable exception is the aforementioned Winn Dixie store at
12,000 SF. The condition of the vacant space varies, however there is a strong correlation between
condition and vacancy (see chapter 7). In general, buildings that are mostly or fully vacant tend to be
in poor condition. Regardless, recruitment efforts should focus on filling the better-quality vacant
space before focusing on demolition/new construction of new commercial space.

F. SALES LEAKAGE ANALYSIS

On the surface, the data suggest that the merchants located in the primary trade areas are capturing
more than the estimated local demand. As seen in Table 5-9, local businesses in the two PTAs are
capturing between $27.7 million and $57.1 million above their calculated market share. However, the
Table also shows that the supply and demand within the different retail/service segments varies.
More than half of the retail market segments are experiencing sales leakage. In these cases, either
the existing businesses are performing below the projected market averages for sales per square foot
or there are not enough stores to capture local consumer demand.
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Table 5-9
Estimated Sales Leakage
By Store Type

Northeast Central Durham (1 Mile) Fayetteville Street Corridor (1 Mile) TOTAL

Market Sector 65% Capture Rate] 85% Capture Rate 65% Capture Rate] 85% Capture Rate 65% Capture Rate] 85% Capture Rate
Grocery $9,831,449 $5,592,992 ($8,777) ($3,919,296) $9,822,672 $1,673,695
Dining Out $6,705,276 $4,354,837 $1,248,927 ($919,079) $7,954,204 $3,435,758
Alcohol ($1,044,398) ($1,429,840) ($676,331) ($1,035,237) ($1,720,728) ($2,465,076)
Personal Care Products $683,527 $518,394 ($498,610) ($652,028) $184,917 ($133,634)
Personal Care Services ($1,106,054) ($1,618,459) ($1,377,039) ($1,863,318) ($2,483,092) ($3,481,776)
Hair Care $6,565,934 $6,502,813 $5,487,011 $5,427,630 $12,052,945 $11,930,443
Health Care Supplies $2,287,821 $1,735,828 $1,148,829 $626,361 $3,436,650 $2,362,190
Apparel $10,466,461 $8,216,675 ($2,948,812) ($5,046,544) $7,517,649 $3,170,131
Textiles ($300,732) ($393,265) ($286,529) ($374,691) ($587,261) ($767,957)
Furniture $2,594,220 $2,194,735 ($336,394) ($711,254) $2,257,827 $1,483,480
Flooring ($232,062) ($303,465) ($217,266) ($284,117) ($449,328) ($587,582)
Major Appliances ($613,357) ($802,082) ($578,105) ($755,984) ($1,191,462) ($1,558,066)
Housewares ($1,148,944) ($1,957,394) ($2,462,623) ($3,220,353) ($3,611,566) ($5,177,747)
Paint & Wallpaper $1,048,766 $1,008,946 ($121,184) ($158,472) $927,582 $850,475
Audio/Video Equipment $10,300,450 $9,458,337 ($1,803,131) ($2,587,234) $8,497,319 $6,871,103
Records & CDs $1,078,340 $964,446 ($262,850) ($369,197) $815,491 $595,249
Books ($1,108,776) ($1,449,938) ($809,662) ($1,126,822) ($1,918,438) ($2,576,760)
Jewelry $141,207 $17,520 ($255,006) ($369,837) ($113,799) ($352,317)
Pet Supplies ($441,029) ($668,923) ($558,271) ($771,599) ($999,300) ($1,440,522)
Plants & Flowers ($148,629) ($217,105) $453,922 $389,765 $305,294 $172,661
Tobacco Products ($1,212,745) ($1,585,898) ($1,140,827) ($1,491,851) ($2,353,572) ($3,077,748)
Vehicle Repair & Maintenance $20,653,592 $19,661,888 ($1,939,917) ($2,859,360) $18,713,675 $16,802,528
Total $65,000,321 $49,801,040 ($7,942,644) ($22,072514) $57,057676 |  $27,7128,526
Source: RKG Associates, 2005

BLACK - Local Businesses capturing sales from outside local market
RED - Local sales leaking to businesses located outside the PTA markets
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